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A NEW TREND 


in railway lubrication 


The electric railway industry is spend- 
ing MORE for lubricants. It is spend- 


ing LESS for lubrication. Texaco 
Lovis Oil and the new Texaco System 


of Lubrication have effected surprising 
economies. Electric railway lubrica- 
tion is on an entirely new basis. 


The Texaco System, of which a special- 
ly designed Texaco Oil Seal is a vital 
element, has for the first time in the 
history of rail transportation made it 

_, possible to use a really efficient car 
journal lubricant. 


Operating results with Texaco Lovis 
Oil show a marked reduction in bear- 
ing troubles, substantial power savings 
and incidental economies in waste con- 
sumption, time and labor that are re- 
markable. The cost for lubrication is 
actually less. 





Texaco Lovis Oil is made 
in two grades 38 and 70 
sec. Saybolt viscosity. 
The new Texaco Oil Seals 
are easily inserted in the 
dust guard slot back of 
the journal box and form 
a perfect seal that will give 
years of service, prevent- 
ing both oil leakage and 
the entrance of abrasive 
dust and dirt. 





Engineers of The Texas Company will 
gladly present the facts to any railway 
official. Tests are being made on many 
of the country’s leading roads and 
much valuable data on the new Texaco 
System is becoming available. Write 
The Texas Company direct. 


THE TEXAS COMPANY L U B R | C A N T S 
135 East 42d St., New York City 
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pty For Heavy 
if Duty Work 


on City Streets 


NION METAL POLES have become 
widely known as the finest equipment 
for combination street lighting and 

distribution line systems. Such installations 
are usually ornamental and carry only a light 
load. 

For extremely heavy loading, Union Metal 
Poles are just as practical and economical. 
While doing the job of the ordinary pole, 
they also improve the street appearance and 
build good-will for themselves. 

In Wheeling, W. Va., one set of Union Metal 
Poles carries light and power circuits, railway 
feeders, fire-alarm circuits, trolley span wires, 
street lighting fixtures, traffic signals and 
street signs. This installation decreased the 
number of poles along the curb and sub- 





stituted a straight, attractive fluted pole for 
the unsightly equipment of the ordinary type. 


No matter what your strength requirements, 


Union Metal can supply poles to fill the need. 


Heavily loaded Union Metal Poles serve 
Wheeling, W. Va. 


THE UNION METAL MANUFACTURING CO. 


GENERAL OFFICES AND FACTORY: CANTON, OHIO 


SALES OFFICES: New York, Chicago, Cleveland, Boston, Los Angeles, San Francisco, 
Seattle, Dallas, Atlanta 


DISTRIBUTORS 


Graybar Electric Company, Inc. General Electric Supply Corp. 
Offices in all principal cities 
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Ewing Galloway 


.... Will not injure ASBESTOS EBONY 


MAGINE the shock of a broadside —a force suffi- 

cient to hurl tons of screaming shells for miles. 

Think of this terrific shock having no effect on the 
electrical mechanism of the ship. 


Then you will have an understanding of the strength 
of J-M Asbestos Ebony Switchboard Mountings. 


This quality, which enables Asbestos Ebony to 
resist such extreme conditions is but one reason why 
U. S. Naval Engineers approve it for electrical ap- 
paratus in U. S. warships. 





In appearance Asbestos Ebony resembles natural 
ebony. It may be worked rapidly and without danger 
of breakage. It becomes tougher with age and is 
not affected by dampness or sea air. 


Following are a few outstanding features of As- 
bestos Ebony. They will convince anyone interested 
in electrical installations of its merits. 

1. Unlaminated and of uniform density—no weak 
spots. 


2. Cannot rot or rust—light in weight. 

















642 For over ten years, this material has carried the 3. Will not shrink, crack or buckle. 
endorsement of these ex- : 
perts who have tested it one — anaes 
in comparison with eve 
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. temperature changes 
eee Papen is or mechanical causes. 
composed of asbestos ' 
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great pressure and im- The complete story of 
pregnated with a special Asbestos Ebony with il- 

x insulating compound. It lustrations of its uses is 
has high dielectric Showing asbestos ebony panels in booklet form. A copy 
strength and contains no and mountings in Fire Alarm = will be sent to you for 

topics, faults or metallic streaks. Station, City of Los Angeles. the asking. 
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Pages with 


the Editors 





A coop many of the regulatory problems 
that confront the utilities are going to be de- 
cided by public opinion. 

* + 


Wuat Mr. Ratepayer thinks about his lo- 
cal utility corporations is determined large- 
ly by his individual experience with them— 
with the service he gets, with the prices he 
pays for it, and with his personal contacts 
with representatives of the companies. 

* * 


As Rocer Basson has already pointed out 
in the pages of this magazine, the extent of 
regulation that is imposed upon the utilities 
is but a reflection of the satisfaction—or 
dissatisfaction—of the Man on the Street 
with the utility companies in his home town 
and in his home state. 

* * 

WuHeEN Mr. Ratepayer’s ire is aroused over 
what he considers inadequate utility service 
or an improper charge for it, he does not 
long submit meekly, nor does he remain in- 
articulate. 

* * 

On the contrary, he rises in his might as 
a public spirited citizen and writes a letter— 
to the public service commission, to his rep- 
resentatives in the state legislature or to the 
local newspaper—in which he airs his griev- 
ances and proceeds to View with Alarm. 


Anp from that time onward, until Mr. 
Ratepayer is supplied with the service he 





Harris @ Ewing 
CONGRESSMAN SAMUEL DICKSTEIN 


(See page 600) 


VI 


demands and is charged a price that he be- 
lieves is fair, or until he is satisfied that his 
demands were perhaps a bit immoderate, 
the Public Relations of the local utility are 
not so good. 

* + 

AND unless the Public Relations of a util- 

ity are good—as most of them at the pres- 
ent time happily are—the political influence 
of Mr. Ratepayer will gradually be felt by 
the state commissions and by the state leg- 
islators, and by others who are elected and 
appointed to public office to carry out the 
sovereign will of the people. 

* * 


TuHat is why the point of view and the 
temper of Mr. Ratepayer is a factor that 
must be reckoned with in a democracy such 
as ours. 

* . 

In the preceding issue of this magazine 
(the May Ist number) was published the 
first of a series of articles that express Mr. 
Ratepayer’s point of view; it bore the title 
“Mr. Ratepayer looks at the Traction Situ- 
ation,” by Nem M. Crark, and it gave the 
opinion of a representative citizen of the 
situation in Chicago—as seen by a Chica- 
goan. 

* 

In the present number, (turn to page 593) 
another representative and observing citizen, 
Joun M. Osktson, who is a writer by pro- 
fession, portrays at first hand the ‘ ‘orgy of 
regulation” as Mr. Ratageyer sees it in Okla- 
homa. 


o 


x * 


Boru of these articles are written by men 
on the spot; by men who view the regula- 
tory problems not through the eyes of a 
lawyer or a politician or an economist or 
of a utility executive, but through the eyes 
of the Man on the Street—the average cus- 
tomer who pays the bills for utility service 
and who has a vote, and whose ideas of 
regulation are of more than mere academic 


interest. 


* * 


In the coming issues of Pusiic Urtiuities 
FortNIGHTLY other articles expressive of Mr. 
Ratepayer’s views will appear; each contri- 
bution will be written by a _ representative 
utility customer, and each will be based upon 
the personal experiences of the author, and 
will present his ideas about utility regula- 


tion. 


* * 


THE question as to what extent, if any, 
the public utilities should be restricted in 


(Continued on page VIII) 
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VIII PAGES WITH THE EDITORS (continued ) 





Harris @ Ewing 
COMMISSIONER HUGH H. WILLIAMS 


(See page 607) 


their access to federal courts has been agi- 
tating our legislators for several months. 
© * 


One group, of which Senator Ropert F. 
WacNeER of New York is a leader ‘(see his 
article “State Courts for State Regulations” 


in our May Ist issue) believes that the utili- ~ 


ties should be denied access to the Federal 
courts until the state courts have been ap- 
pealed to first. 

* 

ANOTHER group, led by many eminent atf- 
torneys, believes that the present practice of 
allowing utilities to seek the protection of 
Federal courts from confiscatory orders of 
state commissions, should be maintained. 

* 


Now comes a compromise measure, pro- 
posed by ConGRESSMAN SAMUEL DICKSTEIN, 
who believes that a Federal commission 
should exercise regulatory powers over a lo- 
cal utility under certain conditions. (Turn 
to his article on pages 600-604 of this num- 
ber). 

* * 

CommissioneR Hucn H. Writiams of 
New Mexico, (on pages 607-615 of this is- 
sue), takes vigorous issue with Dr. Merton 
K. Cameron, who in the March 20th num- 
ber of this magazine, discussed the question 
as to whether the elective system. of creat- 
ing state commissioners was less or more 
likely to increase the political or other pres- 
sure upon them, than the appointive system. 

* 


CoMMISSIONER WILLIAMS believes that this 
“political pressure” on state commissioners, 
no matter how they are created, is negligible 
—only the commissioner expresses himself in 
considerably more forceful terms. 


CoMMISSIONER WILLIAMS is, from the point 
of view of service, one of the oldest of all 
of our state commissioners ; indeed, he is 
regarded as the “dean” of the western com- 
missioners, inasmuch as he has held office 
for thirty years. 

* 

Few of the state commissioners can boast 
of a more colorful, self-made or more suc- 
cessful career than _ COMMISSIONER WILLIAMS. 


Born in 1876, “a ante a breadwinner at 
the age of seven upon the disappearance of 
his father; store clerk, carpenter, railroad 
switchman, yard master, transfer agent, 
freight conductor, passenger conductor, state 
corporation commissioner—thus is his career 
epitomized. 

* * 

COMMISSIONER FRANK P. Morcan, of Ala- 
bama, whose article appears on pages 587- 
592 of this number, has some definite ideas 
on “what is wrong with regulation”’—and 
has no qualms about speaking right up in 
meeting about it. 

a 7 

“A GREAT deal of the criticism of state 
commissions comes from those who advocate 
government ownership of the public utilites,” 
observes COMMISSIONER MorGan; and then 
he proceeds to point out what the nature oi 
this criticism is, and who is responsible for 
the conditions criticized. 

- * 


His views are commended especially to 
the attentions of the state legislatures. 
* * 


THE consolidation of twelve scattered elec- 
tric utilities has been held by the Maryland 
Commission to be of advantage both to the 
utilities involved and to their patrons, upon 
condition that the consolidated company keep 
separate accounts of each constituent com- 
pany, so as to enable the Commission to de- 
termine whether one community bears any 
part of the burden of another. (See page 
464.) 


Tue Supreme: Court in 1917 sustained a 
city ordinance forbidding the operation of 
one-man cars in Shreveport, Louisiana. It 
has recently been ruled, however, that this 
is not a precedent which would prevent a 
court from declaring such an ordinance un- 
reasonable under conditions in 1930. (See 
page 469.) 


* * 


. * 
THE expense of changing from manual 
to dial telephone equipment, says the Illinois 
Commission, must not be amortized for any 
period less than the average wearing life of 
the property with which the expenses are 
associated as this would place an undue bur- 
den on the subscribers. (See page 455.) 
* + 


THE next number will be out May 29th. 
—Tnue Errors. 
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Over 350,000 investors 


share in the earnings of this 


Billion Dollar Organization 




















The Valmont electric generating plant 
of Public Service Company of Colorado. 


JUBLIC SERVICE COMPANY of 
Colorado is the largest gas and electric 
modern 


steam and hydro-electric generating sta- 
tions with installed capacity of 124,000 
kal. 7 by-orati. and 





2,200 miles of transmission and distribu- 
tion lines. Gas is distributed through 680 
miles of mains. 














Cities Service Radio Program—every 

Friday, 8 P. M. Eastern Standard Time — 

N. B. C.—Coast to Coast and Canadian 
Network—33 Stations 





HENRY L. DOHERTY & COMPANY 
60 Wall Street Q) New York City 
Branches in principal cities 


Ou = electric and other properties 
combined in the CITIES SERVICE or- 
ganization now represent more than a 
thousand million dollars of assets. 


Earnings of these properties are shared 
by more than 350,000 holders of the Com- 
mon stock of CITIES SERVICE COMPANY, 
which controls, through stock ownership, 
this great group of more than 100 subsidi- 
ary corporations. 

Engaged in the production and sale of 
necessities of modern life, CITIES SERVICE 
subsidiaries enjoy constantly growing mar- 
kets for their products and services. In 
the past twelve months, CITIES SERVICE 
COMPANY made a new high record of net 
earnings—over $43,000,000. 


CITIES SERVICE Common stock, at the 
current market price, yields over 6% % 
annually in stock and cash. 


When you invest in CITIES SERVICE 
Common stock you become a partner in 
one of the largest industrial organizations 
in the country, with a record of nineteen 
years of. growth—and an assured future of 
still greater growth. 

Mail the coupon below and we will send 
you, without obligation on your part, 
an interesting booklet describing CITIES 
SERVICE and its investment securities. 











HENRY L. DOHERTY & COMPANY, 
60 Wall Sereet, New York City 


Send copy of booklet describing the Cities Service organ- 
ization and the investment possibilities of its securities. 


Name 


Address 














129 City. 
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++ The Board of Directors of a west- 
ern gas and electric company dropped 
this bombshell on their bookkeeping 
department .. . 
tion of unit cost in the customers’ book- 
keeping department is desired. 


an immediate reduc- 


++ A Remington Rand public utility 
specialist was called in consultation. 
What looked like a mountainous 
problem faded to mole-hill propor- 
tions. A system using Remington 
Rand Billing Machines was installed. 
Bills were mechanically written, com- 
puted, audited and proved. The cus- 
tomers’ ledger record and sales regis- 
ter with revenueanalysis were ptepared 
automatically, added and proved all 
in one operation. 

«+ All bills were rendered on time, 
errors, duplications and customer com- 
plaints were eliminated. The book- 
keeping department became a place of 
well ordered activity. Commercial costs 
were reduced to a fraction of what 
they had been and in due time the 
costly cumbersome old ledgers fur- 


nished the fuel for a back-of-the-office 
bonfire. 


+ Public Utility record keeping and 
control problems are a vital part of 
any public relations program. The 
monthly bill represents practically the 
only contact between the company 
and about 90% of its customers. Be- 
cause it represents the best of good- 
will builders, it should be neat, legi- 
ble, accurate and easily understood. 


++ Not until Remington Rand co- 
ordinated the experience of specialists 
in the business equipment field was it 
possible to get outside, unbiased, ex- 
pert aid in solving public utility prob- 
lems. These specialists have co-oper- 
ated with hundreds of prominent 
service corporations. They have 
studied, created and installed every 
type of public utility record. One of 
them is near you, ready to assist you 
with advice and information of proven 
merit. A phone call will bring him to 
your desk and problems without 
obligation. 


Public Utility Department 


Remington Rand 


BUSINESS 


SERVICE 


BUFFALO, NEW YORK 
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Reminders of fa Wa yf Vy. AC Notable Events 
and Coming Events off i‘ and Anniversaries 
rt of i 
The / 1s TA The Act of the Michigan state legislature, creating the “Michigan Public Utilities 
| Commission,” became effective, 1919. 
y the 
peny 16 F The first regular transportation route between the Potomac and Philadelphia was estab- 
s. Be- lished by the mail-carrier service, making eight trips a year; 1695, 
sood- 
legi- ied Se {Thirty days from today—on June 16th—the annual convention of the National Elec- 
tood. tric Light Association will open in San Francisco. 
1 co- 18 . FREDERICK ALBERT WINSOR, a German scientist and promoter, obtained his first 
alists 1} patent for making illuminating gas; 1804. 
=e Engineers of the Bell Telephone system opened a new form of utility service by 
1, ex- 19 M demonstrating that pictures can be transmitted by wire between Cleveland and New 
prob- York, 1924. 
— 20 Tu WILLIAM G. FARGO, one of the organizers of the historic Wells-Fargo Express 
pment Co. that figured so dramatically in the history of the West, was born, 1818. 
have 
every 21 Ww The first passengers to be carried into Chicago over the railroad tracks of the Illinois 
ne of Central were greeted by their friends upon their arrival from Detroit; 1852. 
t you 
one SE 22 TA The first steamship to cross the Atlantic, the Savannah, left Florida for Liverpool 
; and Petrograd, completing the journey in 55 days; 181% 
im to 
thout 23 F M. VON MEEK, former chairman of the privately owned Moscow-Kazan Railway, 
was killed by a Soviet firing squad “for obstructing trade and commerce,” 1929. 
24 Se SAMUEL F. B. MORSE’S historic telegraph line between Washington, D. C., and 
Baltimore, Md., built for experimental purposes, was put to commercial use, 1844, 
Write this down on your memo pad: “The annual convention of the American Elec- 
25| 5S 
tric Railway Association will open in San Francisco, June 23, 1930.” 
26 M WILLIAM G. McADOO, who took over the railroads for the U. S. Government dur- 
ing the World War, extended the 8-hour day privileges to all employees, 1918, 
27 Tw Chicago citizens stood aghast as nervous engineers, driving diminutive engines, piloted 
the first elevated trains over the city’s streets, 1892. 
| 
28 W THOMAS VON SOMMERING, a German physicist, first employed voltaic, or wy 
contact, electricity for the purpose of transmitting telegraphic signals, 1809, 
“Electricity is the key element in our Nation's industrial 
supremacy and in our world-beating standards of living.” 
—Matruew S. SLoan 
tA 
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From a drawing by Hugh Ferriss 


The Metropolis of Tomorrow 


Will the increase in population of our cities and the development of zoning 

and other regulatory laws bring about changes in business architecture and 

constructional materials? Here is an artist’s conception of concrete build- 
ings in the business district of the future. 
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THE IMPRACTICAL FEATURES OF A DIVIDED 


Responsibility for Regulation 


“Dual government is difficult, dual regulation of 
rates and services of a utility is impossible,” states 


the author. 


In this article he tells why. 


By FRANK P. MORGAN 
ASSOCIATE MEMBER OF THE ALABAMA PUBLIC SERVICE COMMISSION AND 
PRESIDENT OF THE SOUTHEASTERN ASSOCIATION OF RAILROAD & 
UTILITIES COMMISSIONERS 


OVERNMENTAL regulation of 
G public utilities dates at least 

as far back in history as the 
reign of King Hammurabi of Baby- 
lon. This King’s code provided for 
regulation of all public transportation 
services. The private business of one 
century becomes the regulated public 
utility of the next. The weight and 
price of a loaf of bread was once held 
to be a matter sufficiently clothed with 
a public interest to warrant regula- 
tion. In that day and time the matter 
of regulating the rates of a commod- 
ity used in lighting homes was un- 
necessary. 


The rapid growth of electrical utili- 
ties, their mergers, issuance of securi- 
ties, and the lack of general knowl- 
edge concerning the construction of 
their rates, has caused the question of 
regulation of this particular utility to 
be one of grave importance. 


HERE are three great highways 
which the American public can 
travel to the goal of adequate service 
at reasonable rates by controlling 
those utilities which furnish it with 
such necessities as light, heat, and 
power. 
The road to the extreme left leads 
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directly to government ownership. 

The road to the extreme right leads 
to Federal regulation. 

And the middle road, on which we 
are now traveling, is the regulation 
of these utilities by the states. 

Those who speak of Federal and 
state regulation of the rates and serv- 
ices of these public utilities are igno- 
rant of the decisions of the courts and 
of the history of the attempt at dual 
regulation of the railroads by Federal 
and state authorities. Dual govern- 
ment is difficult, dual regulation of 
rates and services of a utility is im- 
possible. 


_oe a few states have failed 
to provide for regulation of the 
public utilities ; because in some states 
legislation is inadequate and in others 
regulation under adequate legisla- 
tion has been inefficient, there now 
arises a great hue and cry over the 
land that State Commission regula- 
tion of public utilities is a failure. 

It is interesting to note that quite 
a great deal of the criticisms of State 
Commissions comes from those who 
advocate government ownership of 
the public utilities. Knowing the 
American people will not long tolerate 
Federal regulation and supervision of 
such a local and intimate matter as 
the rates and services of electric and 
gas utilities, these advocates have all 
at once become enthusiastic for Fed- 
eral regulation. 

A few of them are frank enough 
to admit their lack of confidence in 
any sort of regulation. They should 
be equally frank in making compari- 
sons between electric rates in Ontario 
and those in the United States by pre- 
senting the entire rate schedules in- 


stead of harping continually on the 
rates for the domestic use of electric- 
ity. If they can convince the public 
of the inadequacy of state regulation 
and bring about Federal regula- 
tion, the inevitable failure of Federal 
regulation will bring them in sight of 
their heart’s desire — government 
ownership. 


a Mark Twain’s famous mes- 
sage, cabled from London to an 
American newspaper concerning the 
reports of his death, the charges 
against the inadequacy of State Com- 
mission regulation are “greatly ex- 
aggerated.” Quite a few of these 
State Commissions can show far more 
savings to the public which they serve, 
in reductions in the cost of living, 
than can their critics in Congress. 
These Commissions compare favora- 
bly with other departments of state 
and national government. How criti- 
cism of State Commission regulation 
can come from a body which for more 
than ten years has made an interna- 
tional spectacle of itself in its inability 
to reach a decision about the disposi- 
tion of the government plant at Mus- 
cle Shoals is rather difficult to com- 
prehend. 

Those who are so enthusiastically 
in favor of Federal regulation of the 
public utilities should make a com- 
parison of railroad freight rates as 
prescribed or approved by the Inter- 
state Commerce Commission for the 
past seven years with the level of 
public utility rates as prescribed by 
State Commissions for the same 
length of time. 

It is true, of course, that science 
deserves considerable credit for the 
decreasing level of public utility rates 
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but the progressives among the State 
Commissions must be given credit for 
keeping step with science in prescrib- 
ing rates which are rapidly increasing 
the average use of electricity. 

Some of the governors of states 
have been inefficient, and in fact cor- 
rupt. Why not do away with the 
election of governors by the people 
and have them appointed by the 
President of the United States as the 
law provides in the cases of the 
Philippine Islands and Porto Rico? 


iy one-half the effort now being 
spent to convince the public that 
State Commission regulation of 
power utilities is a failure was de- 
voted to an organized effort to con- 
vince the state legislatures of the 
necessity of more adequate public util- 
ity laws, and appropriations which 
would enable the Commissions to em- 
ploy more adequate staffs in their en- 
gineering and accounting depart- 
ments, the sincerity of those who ap- 
pear to be so greatly concerned about 
the matter would be less open to ques- 
tion. 

If those who make sweeping 
charges that the consumers of elec- 
tricity are paying rates based upon 
watered stock and excessive fees 
charged the operating utilities by the 
holding companies, would omit mak- 
ing speeches and come before State 
Commissions submitting proof of 
their charges, they, too, would be less 
open to the charge that they are poli- 
ticians seeking a political issue. 

The principle of state regulation is 
sound. Whatever inadequacy exists 
in its application can be corrected. 


| agony novice entering upon a study 
of the regulation of public utili- 


ties stubs his toe upon valuation as 
he enters the door. This is frequent- 
ly as far as he ever gets. Vast sums 
of money have been spent in valuing 
the properties of the power utilities 
and large sums have been spent in liti- 
gation arising out of valuation orders 
of Public Service Commissions. 
Much of it has been wasted. The at- 
tention of those who seem to think 
valuation is the beginning and the end 
of regulation is invited to a study of 
the power and lighting rates in the 
state of Alabama, where there has not 
been a formal order of valuation of 
an electric utility in nearly ten years. 
A comparison of the level of the rates 
in this state with those in effect in 
states where considerable money has 
been spent in valuation and in litiga- 
tion concerning valuation is proof 
that formal orders of valuation are 
not always necessary in prescribing 
reasonable rates. 


| lapeconeny utilities located in those 
states where cheap coal and 
abundant water power are available 
and yet serving sparsely populated 
territories, are not primarily interest- 
ed in valuation as a basis upon which 
to make rates. They are interested, 
however, in valuation because of its 
effect upon the marketing of their se- 
curities. Commissions located in such 
states are wise in avoiding the issu- 
ance of formal orders of valuation. 
However, it is necessary that these 
Commissions know the facts upon 
which the fair value must be based so 
that they may be assured of the rea- 
sonableness of the rates they pre- 
scribe. In those states where power 
production bears a better relationship 
to population, valuation for rate- 


589 








PUBLIC UTILITIES FORTNIGHTLY 





Where the Responsibility for Efficient Utility 
Regulation Really Rests: 


ea yesig a few states have failed to provide for regu- 
lation of the public utilities; because in some states 
legislation is inadequate and in others regulation under 
adequate legislation has been inefficient, there now arises 
a great hue and cry over the land that State Commission 
regulation of public utilities is a ‘failure.’ : 

“If one-half the effort now being spent to convince the 
public that state commission regulation of power utilities 
is a failure was devoted to an organized effort to convince 
the state legislatures of the necessity of more adequate 
public utility laws, and appropriations which would enable 
the commissions to employ more adequate staffs in their 
engineering and accounting departments, the sincerity of 
those who appear to be so greatly concerned about the 







































matter would be less open to question.” 





making purposes naturally becomes a 
matter of greater importance than in 
the states just mentioned. This is 
merely another instance of the dan- 
ger of Federal regulation where uni- 
formity appears to be the controlling 
element in rate making. 

Of course there is some field for 
governmental regulation. For in- 
stance, the financing of the utilities 
and their holding companies has be- 
come such an intricate matter that a 
large part of the sale of their securi- 
ties is beyond the arm of the states. 
Here, and here only, is there any 
great need for Federal regulation and 
this is needed more as a protection to 
the investor in these securities than 
it is needed as a protection to the 
ratepayer. 

Why, then, is the spirit of Commis- 
sion-baiting so prevalent and per- 
sistent? Why is there such opposi- 
tion to the present regulatory system? 
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7 ee part of the opposi- 
tion to the present method of 
regulating the electric utilities is 
caused by a lack of understanding of 
the science of rate making by the 
general public. 

“There are literally millions of 
utility customers in this country who 
are paying a part of the utility bills 
of their minimum customer neigh- 
bors through the inertia of the utili- 
ties, the Commissions, and the public 
in failing to abolish antiquated util- 
ity rate schedules which were de- 
signed long before any scientifie in- 
vestigation of the cost of service had 
been made.” 


So states the Report of the Com- 
mittee on Public Utility Rates to the 
National Association of Railroad and 
Utilities Commissioners, dated Au- 
gust, 1929. 

The minute a Public Service Com- 
mission issues an order revising an- 
tiquated rates, which had placed an 
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unjust burden upon the average cus- 
tomer, by making the minimum or 
convenience user pay a more equita- 
ble share in the cost of utility service, 
there always arises a cry from cer- 
tain politicians and newspapers that 
the Commission has “raised the bill 
of the poor customer.” 

An analysis of the classifications of 
customers of the average electric 
utility usually shows that in reality 
it is the poor man with the average 
family who needs a low commodity 
charge so that he can use the utility 
product in average quantity. Mini- 
mums, or initial charges to serve, if 
unduly low, prevent the establishment 
of lower rates for the electricity itself. 
Those whose idea of a rate reduction 
is one which lowers the rate of all 
customers, where the rates previously 
in effect were inequitable, ignore ele- 
mentary arithmetic. Tentative valua- 
tions, with prudent investment as the 
controlling element, upon which scien- 
tific rates are designed to equitably 
distribute the cost of service plus a 
fair return, would save cost of litiga- 
tion to the taxpayers of the states and 
to the ratepayers of the utilities. 


FS aceys reason for the popular 
spirit of dissatisfaction with the 
present system of utility regulation 
can be found in the utilities, them- 
selves. Especially is this so with re- 
gard to public relations. 

While a considerable amount of 
legitimate publicity has been carried 
on by the power utilities, a large part 
of the money spent in this work has 
been worse than wasted. In the em- 
ployment of certain men in public re- 
lations some utility executives appar- 
ently have unwittingly adopted a 


slogan of “millions for morons.” No 
wonder the man in the street feels 
that any business which can afford to 
spend large sums of money so fool- 
ishly is receiving excessive profits 
from that business. 

A nation-wide campaign of news- 
paper and magazine advertising in 
simply worded statements, showing 
the reasonableness of certain charges 
by the utilities, the justice of which 
is not understood by the public, would 
raise the utilities considerably in pub- 
lic esteem. 

For instance, few people under- 
stand why a cotton mill that uses 
power in large quantities throughout 
twenty-four hours of the day is en- 
titled to a substantially lower rate 
than another manufacturer using the 
same amount of power at irregular 
intervals. 

Load factor, customer costs, and 
traffic density will be readily under- 
stood by the people if the facts con- 
cerning them are clearly shown. This 
can be done far more effectively in 
newspapers than by club lectures and 
technical essays. If there is some- 
thing so mysterious, so incapable of 
explanation, about the power and 
lighting business, then its critics are 
rendering a public service. The chal- 
lenge lies at the feet of the utilities. 
As a whole, the Commissions are not 
involved. 


| Bap but not least of the causes for 
the current tampering with the 
State Commissions, is the inevitable 
politician. 

Over the doors of his Academy 
Plato placed, Dantesquely, these 
words, “Let no man ignorant of 
geometry enter here.” 
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Probably more havoc has been 
played in the economic world by the 
entrance of uninformed politicians 
than by any other one cause. The 
song of the average politician is “give 
a man a horse he can ride.” To the 
politicians the power issue appears to 
be a splendid steed. They have not 
yet reached the point of insisting upon 
free power but some of their claims 
border upon it. To such men the use 
of the word “free” is almost irresisti- 
ble. This was not unknown in the 
days preceding the fall of the Roman 
Empire. Those who are attempting 
to make the control of the power util- 
ities a national political issue should 
go to the political cemetery and gaze 
upon the last resting place of free 
trade and free silver. ‘ 

It is amazing that congressional 
representatives of states endowed 
with coal and water power are sup- 
porting Federal regulation of power 
rates. Apparently they are unaware 
that the ultimate result will be the 
pooling of their states’ resources with 
those of less fortunate states through 
a common rate level. Some of these 
representatives profess to be disciples 


of Thomas Jefferson! Their states, 
not the power utilities, will be the suf- 
ferers. 


Pg secon Dickens kept a mock 
library for his own amusement. 
One of the volumes, about six inches 
thick, bore on its cover, “Five Min- 
utes in India—By a British Tourist.” 
Another, a very thin volume, was en- 
titled “The Virtues of Our Ances- 
tors.” 

The first volume is typical of the 
views of certain politicians, some of 
them to be found in the United States 
Senate, concerning the business of 
generating, transmitting, and distrib- 
uting electricity. The second volume 
appears to exemplify their ideas about 
State Commission regulation of the 
electric utilities. 

‘That more adequate regulation is 
needed no informed person will deny, 
but with increasing use of electricity 
throughout the United States at a de- 
creasing rate per kilowatt hour it is 
going to be rather difficult to sweep 
the American people off their feet 
with any so-called power issue as a 
major problem. 





The New Political Shibboleth 


ceé oe are always looking for the magic word with which 
to carry an election. Their search is for a cry, or.a slogan, 





which will take the place of argument. For some time hints have come 
from Washington, and other factories of politics, that the choice for 
1932 would be ‘Power.’ Senator Wheeler of Montana could keep the 
secret no longer, and blurted it out at the Jefferson dinner in this 
Gaye «© « « 
“The intention is clearly to win an election, not to curb power. . . . 
“Provisionally, they have hit upon the word ‘Power.’ Whether they 
can make it last two years is more than doubtful. For the present, 
it is enough to fit to their case a story which Woodrow Wilson once 
told. It was of a young preacher going to his first charge somewhere 
in Kentucky, and who prayed fervently that he might have power in 
his ministrations there. After listening to his sermon, an old deacon 
went forward and said to him: ‘Young man, what you lack is not 

power but idees.’” 
—New York TIMES 
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Oklahoma’s Orgy 
of Regulation 


How the lawmakers are tying 
the hands of the Commission 





By JOHN M. OSKISON 


KLAHOMA, economically pro- 

gressive but politically unpre- 

dictable, is facing a curious 
and disturbing experiment in rever- 
sion to an antiquated attitude toward 
its utilities. 

On the questions of ownership and 
regulation, the supreme court of the 
state, by a recent decision, has turned 
the clock back to 1906, when the Con- 
stitutional Convention wrote into 
Oklahoma’s charter rigid restrictions 
on franchise grants. 

The state legislature’s attempt, five 
years ago, to adjust control to modern 
economic conditions has been nulli- 
fied by the decision. A state Consti- 
tution framed in heat against the 
menace of corporations has forbidden 
this modernization. 

In spite of themselves, the utilities 
have again become political footballs, 
to be kicked about by aspiring local 
candidates for office. 

At the same time, practical control 
so far as the bill-paying customer is 
concerned is unchanged! 


N°? long memory is required to 
reach back to the hectic days of 


1906, when the delegates to the state 
Constitutional Convention set out to 
model an ideal instrument—and pro- 


duced a fantastic mélange of cumber- 
some and radical permissions and re- 
strictions. The president of the Con- 
vention was W. H. Murray, who was 
proud to be called “Alfalfa Bill.” 
As suggested by the nickname, Mr. 
Murray was a “grass roots” man of 
the people. 

The Convention adopted the “Al- 
falfa Bill’ point of view toward pub- 
lic utilities. They were admitted to 
be necessary—a necessary evil. They 
were regarded as natural enemies of 
the people; and in five different sec- 
tions of the Constitution, in five dif- 
ferent ways, it was provided that the 
people should never lose their power 
to grant, extend, or renew a public 
utility’s franchise. 

First: Such action must be author- 
ized by a vote of the people of the 


municipality, but no franchise could 


be granted for more than twenty-five 
years. 

Second: At least 25 per cent of the 
qualified voters of a municipal cor- 
poration must demand the voters’ ac- 
tion on such a grant, extension, or re- 
newal. 

Third: No municipality could de- 
prive the state of its power to con- 
trol and regulate utilities; and no ex- 
clusive franchise could be voted. 
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Fourth: All existing municipalities 
were assured of equal rights and pow- 
ers. 

Fifth: “The legislature shall pass 
no law granting to any association, 
corporation, or individual any ex- 
clusive rights, privileges, or immuni- 
ties within this state.” 

In order to insure the observance 
of these restrictions and to insure fair 
treatment of utility customers, the 
regulation of utilities was placed in 
the hands of a Corporation Commis- 
sion. 


A= is told for popular ‘con- 
sumption in Oklahoma about 
the first Corporation Commissioner’s 
contact with the “predatory” directors 
of a certain public service company 
that sought a franchise. 

“At that time,” so the story runs, 
“there was no Capitol building, and 
state officers sought quarters wher- 
ever they could be found. Jack Love, 
a great big six-foot-four fellow from 
the western part of the state, was 
made Corporation Commissioner. He 
set up shop in a little wooden shack 
at Guthrie (then the state capital) 
with one chair and a desk. His sten- 
ographer-clerk occupied an adjoining 
cubby-hole. 

“Well, there came to Guthrie this 
bunch of franchise grabbers, direc- 
tors, and officials of a big utility out- 
fit, in a private car attached to a 
Santa Fé train. In their frock coats 
and silk hats, they stepped out into 
the muddy, unpaved streets, picked 
their way to Jack Love’s office, and 
entered with a flourish. 

“Jack looked up from where he sat 
with his feet on the desk and asked, 
‘Gentlemen, what can I do for you?’ 


“They told him who they were. 
Jack’s clerk said, ‘Mr. Love, I'll try 
and find some chairs for the gentle- 
men.’ But Jack waved the clerk aside 
and said right out loud, ‘No, don’t go 
for chairs. I reckon it won’t hurt 
these men to stand up a few minutes 
before the Corporation Commissioner 
of Oklahoma!’ ” 


ee years later, (the state 
meanwhile having developed 
with phenomenal speed economically 
— it not only became the center of the 
great mid-west oil industry, but a rich 
agricultural and commercial field— 
and “Alfalfa Bill” Murray having re- 
tired from his public labors as state 
legislator and congressman to the 
more placid life of a private citizen 
of Tishomingo), the legislature en- 
acted into law what was known as 
House Bill No. 4. This was an at- 
tempt to modernize public control of 
utilities by converting term franchises 
into revocable permits. 

The law, of course, relieved the 
utilities of Oklahoma of the burden- 
some necessity of securing periodical 
renewals, and made their expansion 


and financing problems far simpler | 


than before. At the same time, the 
regulation of their rates and practices 
remained in the State Corporation 
Commission—exactly as it was be- 
fore. And it is said in Oklahoma 
that the Corporation Commissioners 
who have succeeded Jack Love have 
been as immediately responsive to 
complaints of unfair treatment by the 
utilities as was that picturesque trib- 
une of the people. (Remember that 
the last three elected Governors of 
Oklahoma have been impeached and 
thrown out of office!) 


594 

















PUBLIC UTILITIES FORTNIGHTLY 


A HARD fight was required to se- 
cure the enactment into law of 
House Bill No. 4. Toward the end 
of the battle, as a sort of last dra- 
matic shot against the “interests,” a 
state senator named Jed Johnson, who 
is now in Congress, declared that W. 
O. Fleming, a lawyer whom Johnson 
accused of being in the pay of the 
utilities and a lobbyist for them, had 
offered him $1,000 to vote for House 
Bill No. 4. Fleming retorted that not 
only was he not attorney and lobbyist 
for the utilities, but the fact was that 
Jed Johnson had solicited $1,000 for 
his support of the bill. An investiga- 
tion failed to establish Johnson’s 
charge. 

Assuming the role of prophet, Mr. 
Fleming told the investigating legis- 
lators that while he favored House 
Bill No. 4, “it would be impossible 
to find an elective supreme court that 
would declare it constitutional.” 

Thus, in 1925, the revocable per- 
mit law was enacted. It was ap- 
proved by Governor Trapp (who, be- 
ing lieutenant governor, had suc- 
ceeded “Blood-to-the-bridle-bits Jack” 
Walton when he was impeached in 
1923.) 

Soon a case was prepared, by the 
city attorney of Okmulgee, to test the 
constitutionality of House Bill No. 4. 
Naturally, its preparation was slow 
and difficult ; and its progress through 
the courts up to the state supreme 
court extended over a period of near- 
ly four years. 

On November 5, 1929, however, 
the elected justices of Oklahoma’s 
highest court, with but one dissenting 
voice, confirmed Mr. Fleming’s pre- 
diction. Revocable permits through- 
out the state have been canceled, and 


the utilities have resumed operations 
under their term franchises—where 
these have not expired. 


o Bo fairly familiar historical 
background sketch is useful in a 
study of the franchise and regulation 
situation today in a state that has 
thrown back twenty years to an out- 
worn theory and has tossed the utili- 
ties once more into the political ring. 

Two candidates for the nomination 
for Governor in next fall’s election 
are using as campaign ammunition 
their records as stout foes of House 
Bill No. 4; that same “Alfalfa Bill” 
Murray who guided the new Okla- 
homans in the framing of their 
bizarre Constitution, and Mr. Wash 
Hudson. 

But in the case of Mr. Murray, 
drawn from his retirement at Tisho- 
mingo by the menace of what he in- 
sisted upon calling “that irrevocable 
permit” law, there is a regrettable de- 
velopment : 

While he was just well embarked 
upon a fervid and effective campaign 
against the iniquitous House Bill No. 
4, promising to have the law repealed, 
the supreme court beat him to it, and 
“Alfalfa Bill” lost his issue! 

For Mr. Murray and Mr. Wash 
Hudson there remains only the rather 
weak plea, “Remember that I did fight 
for you when your rights were in- 
vaded—fought to the last ditch. 
Elect me Governor, and I will pre- 
vent any further assaults on your 
rights.” 

From a state issue, it has descended 
to a local issue in many communities. 
The utilities operate in 226 organized 
municipalities under term franchises, 
practically all of which were granted 
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Five Ways by Which the State Constitution of Oklahoma 
Restricts the Utilities 


Frrst: 


Franchises, covering a period limited to twenty-five 


years, must be authorized by the people of a municipality: 


SECOND: 


At least 25 per cent of the qualified voters of a 


municipal corporation must demand the voters’ action on 


grants or renewals: 


Tuirp: No municipality can deprive the state of its power 
to regulate utilities; and no exclusive franchise can be voted: 


FourtTH: 
rights and powers: 


FirtTH: 


All existing municipalities are assured of equal 


The legislature can pass no law granting to any 


corporation, or individual any exclusive rights or priviliges 


within the state. 





after statehood and so expire in 
twenty-five years. A large number, 
granted immediately following state- 
hood, will expire in 1931. 

Politically, the opportunity seems 
to be to the agitator for municipal 
ownership. This in spite of the fact 
that the law of 1925 did not forbid 
municipalities to establish and operate 
public service utilities, specifically ex- 
empting them in these words: 


“No person, firm, association, or 
corporation except the municipality 
shall commence the business of fur- 
nishing power so long as 
there is in existence a valid franchise 
or permit authorizing any other per- 
son to conduct in such 
city or town a’business similar to that 
proposed, until the Corporation Com- 
mission of Oklahoma shall issue a 
certificate of public convenience and 
necessity therefor (italics 
are the author’s. ) 


S™t capital observers noted a 
great increase of activity among 


municipal ownership advocates fol- 
lowing the-supreme court decision. 
The president of the Municipal 
League of Oklahoma posted off to 
Oklahoma City and sent out a call 
for the annual convention twenty days 
later; and the convention program 
was mainly concerned with a discus- 
sion of the opportunities growing out 
of the decision. 

There was, for example, the case 
of the Guthrie Gas Company, whose 
franchise expired in June, 1928, while 
it was operating under the revocable 
permit law, and has not yet been .re- 
newed. To secure a renewal, a popu- 
lar election must be held; and the city 
manager says he will recommend in- 
stead municipal ownership of the gas 
supply system. 

In Oklahoma City the franchise of 
the Oklahoma Natural Gas Corpora- 
tion will expire in October of this 
year, and the agitation for the taking 
over by the city of the company’s fa- 
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cilities is growing. Since its business 
in Oklahoma City is a large and vital 
part of its total, the plight of the 
Oklahoma Natural Gas Company is 
obvious. And while the company is 
facing this near fight in Oklahoma 
City, in 1931 it must seek renewals 
of expiring franchises in more than 
fifty municipalities. 

Another important utility system, 
the Public Service Company of Okla- 
homa, serving seventy-four incor- 
porated municipalities, in addition to 
twenty-eight unincorporated com- 
munities, will face its series of re- 
newal efforts beginning in 1931. 


M* of the franchises through- 
out the state were granted, as 
was that in Oklahoma City to the 
Oklahoma Natural Gas Company, 
with the provision that the utilities’ 
properties might be taken over by the 
municipalities at appraised valuations. 
It is certain, therefore, that within the 
next year or two will occur a succes- 
sion of hot local campaigns on this 
issue—with the utilities uncertain as 
to whether they will secure renewals, 
receive a fair price for properties 
taken over, or conduct long and ex- 
pensive fights in the courts to protect 
the investments of their stockholders. 

At best, the near future holds for 
them plenty of grief. 


M UNICIPAL ownership of the gas 
companies will be urged with 
greater plausibility than usual because 
of the temporary abundance of nat- 
ural gas in certain: Oklahoma fields. 
For example, Guthrie is quite near 
the new oil and gas development in 
Logan county, and it is being argued 
that gas can be piped from that source 
so cheaply that the people can be 


served at some absurdly low price. 

City officials of Tulsa, where the 
Oklahoma Natural Gas Company 
franchise will expire in July, 1931, 
have already placed before the voters 
the picture of a vast supply of natural 
gas in the northwestern section of the 
state “sufficient to last for many 
years.” For Oklahoma City, similar- 
ly, it is suggested that the Chickasha 
field has a huge surplus of shut-in 
natural gas that can supply the capital 
city at a temptingly small cost. 

It is inevitable that development of 
facilities by the established utilities 
must be hampered. When the su- 
preme court decision was announced, 
the secretary of the Oklahoma Utili- 
ties Association said that “a return 
to the original franchise with a speci- 
fied period of duration will mean that 
utility financing will become increas- 
ingly difficult.” 

In the matter of rate control, he 
pointed out that “the decision does 
not change any rates fixed by the Cor- 
poration Commission, or alter ma- 
terially any contract obligations exist- 
ing between city and utility. It sim- 
ply means that utilities must again 
balance their investments against the 
duration clause of their franchises.” 


HAT the customer will not fare 

any better than he did under the 
revocable permit law is illustrated by 
the following story told by a small 
town publisher of Oklahoma: 


“My printing plant occupies one 
half of a brick building; the other 
half is used by a machine shop. We 
both use electricity for power and 
light. 

“For a number of months after I 
moved into the building, my bills for 
current seemed bigger than they 
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should have been; and finally I had 
an electrician come in and examine 
the installation. He found that the 
other tenant and I were coupled to 
the same meter, and we had each been 
charged with all of the current con- 
sumed by both. 

“T reported this to the office of the 
company and asked for an adjust- 
ment. Nothing happened, and after 
a second complaint had apparently 
been ignored I wrote to the Corpora- 
tion Commission. Within thirty-six 
hours, two men from the company 
were in my shop to fix the meter and 
figure out a proper adjustment of my 
bills !” 

Of course, regulation must remain 
in the hands of men trained to utility 
practices, with a state-wide view; in 
fact, a State Commission. 


| be Oklahoma political circles, Mr. 
Murray’s habit of referring to the 
law of 1925 as the “irrevocable per- 
mit” law became fixed. The power 
of suggestion is great; as Mr. Flem- 
ing said, an elective supreme court, 
asked to pass upon the validity of the 
law, could hardly be deaf to such talk. 
Yet the law itself, in Section 4, pro- 
vided that: 

“Any permit granted under the 
provisions of this act may be altered, 
amended, annulled, revoked, or re- 
pealed by enactment of the legisla- 
ture of Oklahoma whenever in its 
opinion such permit may be injurious 
to the citizens of this state; in such 
manner, however, that no injustice 
shall be done to the holder of such 
permit.” 


= 


Under the law of 1925, the utilities 
of the state willingly surrendered 
their term franchises for revocable 
permits; and thereafter their opera- 
tions were rapidly and largely extend- 
ed. Power in greatly increased vol- 
ume, and a constantly lowering cost, 
was made available for household and 
industrial uses. 


§ ppraagener belongs to a group of 

four western south-central states 
—(the others are Arkansas, Louisi- 
ana, and Texas )—in which the devel- 
opment of electrical energy has been 
exceptionaly rapid. The Electrical 
World has released figures showing, 
for example, a 21 per cent increase 
for the month of August, 1929, over 
August, 1928. And that was a con- 
tinuation of fast previous growth; 
until the effect of the state supreme 
court’s decision nullifying House Bill 
No. 4 was felt, the upward trend was 
maintained. 

Industrial development in Okla- 
homa is really just beginning. If 
such growth depends largely upon 
making cheap power available—and 
not even Mr. Murray would dispute 
that premise—the state is admirably 
situated to advance under wise con- 
trol and regulation. 


R OGER Babson, in an address at 
Oklahoma City last fall, put the 
possibilities succinctly and convinc- 
ingly. He named the four-sources of 


become menacing. It is hard to turn municipal owner- 


q “Thus far municipal ownership advocates have not 


ship from a merely gaseous political to an economic 
issue, hot enough to excite home-owners and power- 
users, while rates are low and tending downward.” 
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power—coal, oil, gas, and water. 
Ninety-eight per cent of all future 
power, he estimated, will come from 
coal, oil, and gas; and in these three 
resources “Oklahoma is very, very 
rich.” He continued: 


“Based upon a statistical study, I 
should say that Oklahoma leads all 
the southern states of the Nation in 
industrial power resources, with the 
possible exception of Alabama. 

“Oklahoma has large deposits of 
bituminous coal underlying over 
12,000 square miles. This coal re- 
serve is estimated to contain 80 bil- 
lion tons. As an illustration of what 
this means, let me say that the an- 
nual production of Pennsylvania— 
which leads all the 48 states—is only 
about 135 million tons. This means 
that Oklahoma for 600 years could 
produce more every year than Penn- 
sylvania, the largest producer in the 
United States. 

“Moreover, Oklahoma could sup- 
ply for over 200 years all the coal 
that is consumed in the United States 
and still have some left. Some day, 
a great section of the southwest will 
be supplied by electrical power and 
artificial gas made at the mines in 
Oklahoma. 

“It will not be long before most 
of the cities of the country will be 
connected by a network of gas mains 
supplying a mixture of artificial gas 
and natural gas—a large portion of 
the latter coming from Oklahoma. I 
expect to see gas heating and gas re- 
frigeration of buildings become al- 
most universal. The re 
coal furnace is going out . 
and it will be as difficult to fill a 
building uncooled in summer as it 
now would be to fill one unheated in 
winter. ‘ 

“Your industrial power resources 
have been hardly scratched. With 
the development of the packing and 
the canning industries and the exten- 
sion of dairying, poultry raising, fruit 
growing, livestock and timber con- 


servation, the agricultural future of 

the state is secure.” 

— ironically, it is this 

state of Oklahoma, one of the 
richest economically and in potential 
power, that has chosen to revert in its 
handling of the utilities problem to 
an antiquated theory born out of a 
radical Constitutional Convention of 
the vintage of 1906. 

The question must be answered by 
responsible officials of Oklahoma’s 
utilities, “Where do we go from 
here?” 

Thus far, they say, municipal own- 
ership advocates have not become 
menacing. It is hard to turn munic- 
ipal ownership from a merely gaseous 
political to an economic issue, hot 
enough to excite home owners and 
power users, while rates are low and 
tending downward. 

The real concern they have is over 
the necessity for entering, as of old, 
local battles in towns and cities where 
aspiring politicians, and some news- 
papers that still find it popular to bait 
capital, will spring forward to oppose 
the renewal of expiring or the grant- 
ing of new franchises. Some organi- 
zation, and a good deal of unlooked 
for expense which must inevitably be 
passed on to consumers, will be re- 
quired to carry out present plans; and 
it is not as easy as before last No- 
vember to attract new capital for 
financing extensions. 

No one will prophesy the enact- 
ment of a law similar in intent to 
House Bill No. 4 but capable of stand- 
ing the supreme court test of consti- 
tutionality. Yet it may come, after 
this year’s elections. 

As was said in the beginning, Okla- 
homa is unpredictable politically! 
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When a Federal Commission 
Should Regulate Local Utilities 


Ww a Federal court annuls a State Commission rate order by 
means of an injunction, the utilities frequently file schedules 
of new rates. The result of such action by the utilities in recent 
cases, (particularly in New York state) has stirred up a great con- 
troversy. 

One school, led by Senator Robert F. Wagner of New York, be- 
lieves the utilities should be kept out of Federal courts altogether 
and given a right of appeal to the Supreme Court only after ex- 
hausting all available state remedies. Another school, led by many 
prominent attorneys, insists upon the present practice of allowing 
utilities to seek the protection of Federal courts from confiscatory 
orders of State Commissions. 

Now comes a compromise measure—a proposal by Representative 
Dickstein of New York to vest authority in the United States Inter- 
state Commerce Commission to regulate local utilities wherever the 
local Commission has been restrained by court orders from function- 
ing. Mr. Dickstein believes that in the Interstate Commerce Com- 
mission lies the whole answer to the question. In this article he tells 
about his proposed bill in Congress to carry out these views. 


By SAMUEL DICKSTEIN 
U. S. CONGRESSMAN FROM NEW YORK 





















HE question of a proper regula- 
tion of public utilities and par- 
ticularly the extent to which 
courts—either of the state or of the 
United States—shall have jurisdic- 
tion over such matters has been for 
many years the subject of discussion 
in the United States. Not only have 
statesmen of all political parties given 
this problem their time and considera- 
tion, but the public has been intensely 
interested in its proper solution, since 
it so deeply concerns the individual 
well-being of every man, woman, and 
child in this country. 

Public utilities are a matter of vital 
concern to all of us. They regulate 
the conduct of our daily life. They 
determine for us the scope of our ac- 
tivities and are the gauge and measure 
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of the success or failure of the United 
States. By public utilities we ordi- 
narily mean those enterprises of our 
industrial civilization which fall under 
the heading of railroads, gas and elec- 
tric service, and the telephone and 
telegraph service. 

A public utility’s service is essen- 
tially monopolistic in nature. There- 
fore, in the absence of governmental 
or municipal ownership or operation, 
we must have full public control of 
such service if we are not to become 
wholly and absolutely dependent on 
the say-so of those in control for 
whatever charges they may see fit to 
impose on us. 

I believe it is the duty of all men 
and women who have public interest 
at heart and who must attend to this 
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problem for the public, never to lose 
sight of the fact that public utilities 
must be under continuous and intel- 
ligent supervision and _ regulation. 
We cannot take any chances and we 
cannot rely on the work of any one 
group of men who have this matter 
in their hands. All of us are neces- 
sarily affected by the problem and all 
of us must lend our aid in its solution. 


Nn 1887 the United States Congress 

established an Interstate Com- 
merce Commission. Ever since that 
time railroads engaged in interstate 
commerce had their service, their 
charges, their equipment, and their 
methods of doing business regulated 
by the Interstate Commerce Commis- 
sion in Washington. In the forty- 
odd years of its existence this Com- 
mission has been able to prescribe an 
intelligent policy satisfactory both to 
the public and to the railroads. This 
policy has dealt with their manage- 
ment and operation, so that the car- 
riers were fully and adequately com- 
pensated for their service and had 
their equipment and other details 
properly safeguarded by a public 
body. 

For example, the Interstate Com- 
merce Commission is now working on 
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an important plan, which will ulti- 
mately, I hope, consolidate all the 
railroads in this country into several 
well-defined systems, bringing about 
a lowering of costs and improvement 
in service, and eventually perhaps a 
reduction of rates, so that the public 
will benefit and the railroad companies 
will be enabled to lead a prosperous 
existence. 


A™ twenty years ago, the Inter- 
state Commerce Commission ac- 
quired jurisdiction over the interstate 
transmission of “intelligence by wire.” 
This includes, of course, the telegraph 
and telephone systems. Ever since 
that time the Commission has been 
able to aid satisfactorily corporations 
engaged in that class of service. Both 
the public and the companies have 
gained by this intelligent and co-op- 
erative solution of a vexed problem. 

But the activity of gas and electric 
companies is generally a local affair; 
so is the telephone service of the va- 
rious cities a local affair, except for 
the small proportion of business which 
the telephone companies do on a long- 
distance basis. The regulation, there- 
fore, of gas and electric companies, 
telephone companies, and, last but not 
least, of local railroad and traction 
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A Federal Commission for Checking Up 
Public Utility Valuations 


66 FEDERAL court has no accountants on its staff 

nor any method by which it can measure or 
test the truth of a figure relating to public utility valua- 
tions. Therefore, I propose to vest this jurisdiction in 
the Interstate Commerce Commission, which has func- 
tioned so well in the past and which can easily verify, 
check up, and determine the truth or untruth of any 
figure submitted by the public utility.” 
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<6 HE public utility cor- 
porations began to in- 
voke the power of the Federal 
courts under the Fourteenth 
Amendment of the Federal 
Constitution. The public cor- 
porations went to the Federal 
courts because they claimed 
that the state was confiscating 
their property and making it 
impossible for them to earn an 
adequate return on their invest- 
ment. Almost invariably Fed- 
eral court decisions have re- 
sulted in increased rates.” 








companies, was not entrusted to ‘the 
Interstate Commerce Commission. In 
fact, the very act creating this Com- 
mission in 1887 clearly excluded from 
its operations local public utilities, 
which I have thus grouped into the 
three classes of gas and electric com- 
panies, telephone companies, and trac- 
tion companies. 


F gate thirty years ago a number 
of the states of the Union com- 
menced to organize state regulatory 
bodies. In my state, the state of New 
York, the Public Service Commission, 
was created in 1907. The express 
function of this body was to do the 
same work for the state that the Inter- 
state Commerce Commission has so 
successfully done for the Nation. 
Now, before these regulatory 
bodies were created, there were two 
ways by which the states would con- 
trol charges and rates by public util- 
ity corporations: the first was by 
franchises ; the second, by legislation. 
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The control by franchise was usual- 
ly carried out in this manner : 

A state or municipality would grant 
to an individual or corporation the 
right to lay mains or gas pipes or rail- 
road tracks or telephone wires, either 
for an indefinite period of time or for 
a number of years. In exchange it 
would demand from the individual or 
corporation engaged in this work cer- 
tain conditions. One condition, for 
instance, would be that an individual 
or a corporation would have to fur- 
nish adequate service. Another con- 
dition would be that a maximum rate 
of fare would have to be agreed upon 
or that a certain rate of service charge 
would have to be fixed before the in- 
dividual or corporation would be per- 
mitted to exercise its franchise. 

This system existed for some time 
and worked quite satisfactorily in the 
beginning. After a while, however, 
the utility companies began to com- 
plain that they were not earning a 
sufficient rate of return on their in- 
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vestment. Then they commenced to 
apply for relief by way of modifica- 
tion of their franchises, so as to en- 
able them to charge more. Some- 
times they surrendered their fran- 
chises because they did not find them 
profitable. 


| i was at that time that the second 
method of regulation became the 
prevailing one, and that was regula- 
tion by legislation. 

The utility companies would go to 
the legislature of the state and ask it 
to pass a law with reference to rates 
or charges usually in excess of their 
franchise rate provision; then, when 
the franchise rate or charge became 
unprofitable, they would go to the 
legislature again and ask for an 
amendment permitting them to charge 
an amount in excess. 

Legislators were not inclined to 
permit any increase in rates or 
charges. When the pleas of the com- 
panies were not granted, they would 
go to the courts and ask for protec- 
tion upon the theory that their prop- 
erty was being confiscated and that 
they were unable to exist unless some 
relief was granted to them. It was 
at that time that courts assumed juris- 
diction over public utilities and started 
to fix a rate of return on the compa- 
nies’ investment, by way of determin- 
ing just how much profit a company 
could make in order to avoid any 
question of confiscation, which was 
urged before the courts. 


I“ the beginning it was the state 
courts that handled such cases— 
and the state courts very often decid- 
ed against utility corporations. Then 
came the establishment of public reg- 
ulatory commissions, which would 


also very often side with the public 
against public utility corporations. 
Then the public utility corporations 
began to invoke the power of the Fed- 
eral courts under the Fourteenth 
Amendment of the Federal Constitu- 
tion. 

In other words, the public corpora- 
tions went to the Federal courts be- 
cause they claimed that the state was 
confiscating their property and mak- 
ing it impossible for them to earn an 
adequate return on their investment. 


LMOsT invariably Federal court 

decisions have resulted in in- 
creased rates. Public indignation has 
been aroused in the state of New 
York, particularly when local corpora- 
tions like the New York Telephone 
Company, the Consolidated Gas Com- 
pany of New, York, and the Inter- 
borough Rapid Transit Company, all 
corporations of purely local nature 
and engaged in business purely within 
the city of New York, would invoke 
the powers of the Federal court for 
relief against the people of the city 
and state of New York. 

When the Interborough Rapid 
Transit Company made an attempt to 
have the local Federal court sustain 
the terms of a contract it made with 
the city of New York for the opera- 
tion of the metropolitan subway, the 
Supreme Court of the United States 
frowned upon the movement on the 
ground that the utilities should not 
apply to the Federal courts without 
first exhausting their remedies in the 
state courts. But this was an isolated 
instance and was due to peculiar con- 
ditions in the city of New York and 
particularly to the fact that the city 
of New York and its local subway and 
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operating company had a contract re- 
lating to the rate of fare different 
from any other method used to fix 
such rates. 


FEW weeks ago I introduced a 

bill in the House of Representa- 
tives, in which I am seeking to confer 
upon the Interstate Commerce Com- 
mission jurisdiction to pass on appli- 
cations for increases or reductions of 
fares and charges by public utilities 
whenever a public utility seeks to in- 
voke the power of the Federal court 
before exhausting its-remedies in the 
state courts. In this way, I hope the 
Federal courts will be relieved of the 
necessity of considering purely local 
public utility questions. At the same 
time the right to pass on the propriety 
of applications for relief of this kind 
will be taken from a single Federal 
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judge appointed for life, who may not 
have the machinery to determine the 
adequacy of the existing situation. 

A Federal court has no accountants 
on its staff nor any method by which 
it can measure or test the truth of a 
figure relating to public utility valua- 
tions. Therefore, I propose to vest 
this jurisdiction in the Interstate Com- 
merce Commission, which has func- 
tioned so well in the past and which 
can easily verify, check up, and deter- 
mine the truth or untruth of any fig- 
ure submitted by the public utility. 

It is my desire that public utilities 
receive for their service no more and 
no less than what they are entitled to, 
and any attempt to receive more than 
their due should be strongly discoun- 
tenanced by the public and resisted by 
it to the extreme measure of its 
ability. 





Another Investigation of the Utilities 


A is appointed by the Senate to investigate the fact that 
a dark man gave Senator Pumpernickel a mysterious package 
some time between the hours of 4 p. mM. and 5 p. m. on the 24th of 


December, 1910. 


Committee asks for $10,000 to start investigation. 

Committee receives $10,000 to start investigation. 

Committee asks for another $10,000 to carry on investigation. 

Committee receives another $10,000 to carry on investigation. 

Committee goes home for thirty days’ vacation. 

Committee asks for another $10,000 to carry on investigation. 

Committee receives another $10,000 to carry on investigation. 

Committee goes to Europe to investigate report that a package 
similar to the one Fst Senator Pumpernickel was seen in the hall 


of the League of Nations. 


Committee cables for $10,000 to get back from Europe. 
Committee receives $10,000 to get back from Europe. 


Committee arrives at Washington. 


carry on investigation. 


Asks for another $10,000 to 


Committee receives another $10,000 to carry on investigation. 
Committee goes home for thirty days’ vacation. 
Committee arrives at Washington and asks for $10,000 to close in- 


vestigation. 


Committee receives $10,000 to close investigation. 
Committee reports that mysterious package given Senator Pumper- 
nickel contained cigars and was a Christmas present from his son- 


in-law. 
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Remarkable Remarks 





Henry Forp 
Automobile manufacturer. 


Cot. WiL1aAM J. Donovan 
New York attorney. 


J. J. Curram 
President, Municipal Ownership 
League of Wyoming Valley, Pa. 


Harper Leecu 
Economist and author. 


Ep Howe 


Newspaper man and philosopher. 


MERLE THORPE 
Editor, “Nation’s Business.” 


MattHew S. SLoAn 


President, New York Edison Co. 


James C. Bonsricut 
Professor of economics, 
Columbia University. 


BENJAMIN C. MarsH 
Secretary, People’s Lobby, 
Washington, D. C. 


“Big business merely throttles itself by excessive 
charges.” 


Aa 


“A kind of legalized war against utilities, like all war- 
fare, will end in economic waste.” 


* 


“Private ownership of public utilities . . . has 
become a source of fabulous fortunes to the rich and 
a source of inestimable loss to the poor.” 


¥ 


“I would be against state socialism even if it were 
efficient, because as Herbert Spencer and Samuel 
Gompers pointed out years ago, it is merely disguised 
slavery.” 


ba 


“Corporations are. hounded by special legislation. 
What the poor will not learn is that all such measures 
are charged back to the consumer, and the poor pay 
the extra taxes in increased cost of living.” 


* 


“I can find no experience with government manage- 
ment that would make a convincing case for any trans- 
fer of business authority to bureaucratic administra- 
tion.” 


¥ 


“More than at any other time in the history of in- 
dustry, people generally are inclined to have faith in the 
honesty and fairness, economy and efficiency of big 
business.” 


* 


“The only system of regulation that has a fair chance 
of working is one that gives utility companies the right © 
to charge rates sufficient to pay a fair and reasonable 
return on the money which the investors actually put 
into the property.” 

* 


“A genuine investigation of power would have started 
with inviting the President to tell why he lobbied for 
the sale of Muscle Shoals to private interests, in his 
message to both branches of Congress, the most deadly 
of all lobbying.” 
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BernarpD J. MULLANEY “The Federal Trade Commission inquiry has demon- 
President, American Gas strated the existence of an organized, definite, and con- 
Association. sciously directed propaganda effort to promote the 






‘socialization’—the government ownership and operation 
—of certain basic industries, including ours.” 


* 


Report of the Dawes Commission “It is the experience of the world that public utilities 
appointed to re-organize the are more efficiently administered and more economic- 
fiscal affairs of San Domingo. ally operated by private interests than by government 

operation, and the Commission is convinced that if 
these public utilities can be sold at a reasonable figure, 
a very large saving would result for the government.” 











































* 
SAMUEL INSULL “The public utilities have the means of getting at 
Chairman, Middle West their customers, of getting at nearly every household in 
Utilities Co the state. If that is done, the politician in quest of the 


facts will be forced to discuss utility questions on the 
basis of economic facts, and not by drawing on his 
imagination to create prejudice against a great industry.” 


cd 
W. Cuartes PoLerti _ “When an industry wishes to escape what it considers 
New York attorney. to be an unjustifiably burdensome interference by a 


state with the transaction of its business, the ingenuity 
of the legal profession has usually been able to devise 
some method of carrying on the business so that the 
state would find itself hindered in its regulation.” 


* 
MERLE THORPE “The private manager must make the income of the 
Editor, “Nation’s Business.” business at least equal to the expenses or he will be 
fired by the directors. But with the government man- 
ager the case is different. . . . He knows that the 


government cannot go bankrupt as long as it has the 
taxing power.” 


> 


Ep Howe “Railroad managers are robbed not only by the Na- 

Newspaper man and philosopher. tion, but by states, counties, towns, and juries. This 
is so well known, and the poor are so mistakenly greedy, 

that the courts have found it necessary to insure rail- 

road investments a fair return, to prevent the wrecking 

of transportation necessary to the life of the Nation.” 


- 
Harper LeecH “When the financial evasions and subterfuges under- 
Economist and author. lying public ownership projects are subjected to the test 


of being called by the names which are employed to 
designate unwise or fraudulent private business prac- 
tices, we will almost invariably find that the actual prac- 
tices of the public enterprise are far more stealthy, 
devious, and rapacious than the worst varieties of pri- 
vate financial practice.” 
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THE ALLEGED 


“Control” of State Commissions 


5 ip a recent issue of this magazine Professor Merton K. Cameron 
contributed an article “The Political Pressure on State Commis- 
sioners,” in which he questioned whether the decisions of the regulatory 
bodies were less likely to be influenced if the members were elected 
rather than appointed to office. It was inevitable that the controversial 
nature of this subject should elicit replies; here is one from a Com- 
missioner who has enjoyed a long and distinguished public record and 
who is regarded as the dean of Commissioners in the West. The 
author advocates the elective system. 


By HUGH H. WILLIAMS 
STATE CORPORATION COMMISSIONER OF NEW MEXICO 


RE the decisions of the regula- 

tory bodies less likely to be 

influenced if its members are 
elected rather than appointed to of- 
fice? 

“As in the case of most governmental 
devices, a categorical answer to this query 
is difficult, to say the least, since the suc- 
cess of governmental institutions usually 
depends as much upon the character of the 
people working them as upon the mechan- 
ism of the institutions themselves. This 
being so, it does not necessarily follow that 
that method of choosing Public Service 
Commissioners which is best for one state 
will be best for another.” 


With this statement of Dr. Cam- 
eron’s contention I agree. As the 
author proceeds with his discussion, 
however, statements appear which I 
cannot let pass unchallenged, unless I 
concede that democracy in America is 
a failure. 

Dr. Cameron gives it to be under- 
stood that the American electorate is 
so lacking in sense of social justice 
and so politically incompetent, that it 
will, when unmanipulated, control 
elected Commissions to the destruc- 
tion of the rights of the public utility 
investors; that it is easily subject to 
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manipulation by managers of public 
utility enterprises ; and that the stand- 
ards of political morality are so low 
that “the incumbents of most state 
offices may prostitute their positions 
without seriously endangering their 
political future.” 

Governors are said to possess “a 
flavor of respectability.” It is this 
“flavor of respectability,” and the 
“reasonably lofty social ideals,” 
(which, it is said, governors ordi- 
narily possess), which makes it safer 
to vest the power of selecting Com- 
missioners in the governor than in the 
voters of a state. 


I’ is Dr. Cameron’s belief that the 
Commissions are “controlled” by 
the power by which they are selected. 
If they attain office by popular vote, 
then they are influenced by the pub- 
lic; if they are appointed by the gov- 
ernor, then they are influenced by him. 
And it is the author’s belief further 
that the utility executives find no in- 
surmountable difficulty in making 
themselves the appointing power, and 
thereby in controlling the Commis- 



















































sions, whether the elective or the ap- 
pointive system is in force. He seems 
to argue for appointment as against 
election not because of any belief on 
his part that men not subject to con- 
trol will thereby be made Commis- 
sioners, but because removal of the 
Commissioners from the control of 
the public will render them less like- 
ly to decide cases in favor of the pub- 
lic, and thus will relieve the utility 
executives from belief that it is neces- 
sary to tamper with the functioning 
of the Commissions lest they be “im- 
posed upon by the regulatory bodies.” 

It is my belief that any picture of 
“controlled” Commissions, and of 
corrupted executives, and of utility 
managers who do the corrupting and 
who tamper with the functioning of 
Commissions, not only misrepresents 
American institutions and public men, 
but it misrepresents also the men who 
manage our public utilities. 


O UR country is large, and the util- 
ity managers are many. I do 
not attempt to say that they are all 
men of high character and clear judg- 
ment. Now and then there may be 
men who think to enhance their own 
personal power, or to secure favors 
for their companies by spending 
money in politics. But they are few. 
Public utility managers have learned 
that they do not need to pay tribute 
to politicians or to political parties, 
but that, on the contrary, nothing is 
more certain to inure to the ultimate 
injury of public utility interests. 
Under our system of regulation by 
Commissions, which make orders 
only after full hearings, and then on 
the facts shown by evidence, the utili- 
ties have found that their rights are 
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safe; and that if a Commission in 
any given instance does err, the courts 
will correct the error. There is no 
need for the utility managers to play 
the game of politics; and to their 
credit it should be said that most of 
them recognize this fact, and are de- 
voting their energies to the service of 
the public and their stockholders in 
the operation of their properties with 
marvelous efficiency. Any article 
which tends to create a contrary im- 
pression does them an injustice and 
the public a disservice. 


— of election of Commis- 
sioners, Professor Cameron 
says : 


“As things have stood in the past, Com- 
missioners did not usually have to fear 
the political effects of a decision against a 
public utility, however unjust it may have 
been. . . It is probable that the 

, realization of this explains to some extent, 
at least, any temptation that may have ex- 
isted in the past for the utility manage- 
ments to influence the decisions of Com- 
missions in their favor. If this is so, then 
any change in the system of public utility 
regulation operating to decrease the fear 
of public utility executives of being im- 
posed upon by the regulatory bodies will 
tend to lessen the temptation for them to 
tamper with their functioning. . 

“It is quite probable that from the stand- 
point of political mechanics it is easier for 
the managers of public utility enterprises 
to control the decisions of appointed than 
elected Commissioners. In the former case 
all that need be done is to bring sufficient 
pressure to bear on the appointing official. 


“Though it may be mechanically easier 
to influence the decisions of appointed than 
elected Commissioners, it does not neces- 
sarily follow that satisfactory results can 
be more easily attained.” 

(The italics are mine.) 


The following elaboration of the 
author’s argument for the appoint- 
ment of Commissioners illustrates his 
conception of the technique of con- 
trolling a Commission: 


“Furthermore, whatever may have been 
the case in the past, it is quite probable 
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that in so far as the future is concerned, 
utility managements will hesitate more 
about bringing pressure on appointing of- 
ficials for celfish ends than abut manipu- 
lating the electorate. This is because in 
the former case methods such as personal 
or pecuniary favors have to be used.” 


The control of Commissions by 
thus corrupting the appointing power 
Dr. Cameron evidently understands 
to have been so common that the 
American public is becoming critical. 

The public must not think it can 
escape having its Commissions con- 
trolled by these utility managers by 
retaining, or taking to itself, the selec- 
tion of Commissioners by popular 
election, for the author says further: 


“An unfavorable public reaction does not 
have to be feared so much in the latter 
case since the desired results can be se- 
cured by working through the legally con- 
stituted electoral machinery which any 
group has a right to use. It is likely, also, 
that favors secured by manipulating the 
electorate will be more permanent than 
those attained by exerting pressure on a 
weak appointing official.” 


Finally, the author presents the 
argument that Commissions ought to 
be appointed instead of elected be- 
cause “the ignorance of the public of 
the technique of public utility opera- 
tion is apt to induce it to unintention- 
ally demand from Commissions under 
its control decisions compelling an un- 
just pecuniary sacrifice on the part 
of the investors in these industries.” 

Fortunately, however, democracy 
in America is not such a failure as 
Dr. Cameron thinks. The American 
public is neither so politically incom- 
petent, nor so lacking in standards of 
political morality, that it often elects 
governors who can be controlled in 
the manner pictured by him, or so 
that state officials other than governor 
can prostitute their offices without af- 
fecting their political futures. Nei- 
ther do Commissioners who are put 
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into office, whether by election or by 
appointment, decide cases which come 
before them under the control of in- 
terested parties, whether voters or 
utilities, or under the control of ap- 
pointing executives. 

In my opinion, Professor Camer- 
on’s entire argument assumes a lack 
of responsibility and integrity on the 
part of elected officials. Because the 
public controls elections, elected Com- 
missioners, he thinks, will decide 
cases, not on their merits, but to 
please the public, and to the destruc- 
tion of the rights of utility owners. 


HIS seems to me to be an indict- 

ment of the American system of 
government. No reason is assigned 
why men lacking in integrity and 
character who will disregard their 
oaths of office and fail to act accord- 
ing to their judgment and understand- 
ing, should be chosen by the people as 
Commissioners, any more than to 
other important offices. Obviously, 
there is no reason which can be as- 
signed. If Professor Cameron is 
right in his assumption, then govern- 
ors and legislators and other elected 
officials are subject to like “control,” 
and to like failure to function honest- 
ly. Judges of the courts of most of 
the states are elected; if the same 
criticism can be made of them, they 
too are subject to contro! by the pub- 
lic, except when the utility managers 
or other special interests choose to 
manipulate the elections, and them- 
selves control the courts. 

Professor Cameron’s investigation 
of the subject, so far as his article 
discloses, would appear to have con- 
sisted of the reading of his study of 
the experience of Oregon with the 





































































































popular election of Commissioners. 

Oregon has a recall provision in its 
Constitution, and once recalled two 
Commissioners. The occurrence, 
however, was unique. Nothing like 
it ever occurred before or since in any 
other state. Possibly Professor Cam- 
eron chose Oregon as the field of his 
study on that account. He gives only 
the conclusions he drew from this 
study, which “showed that it (the 
elective system) resulted there in a 
tendency for Commissioners to be 
punished for unpopular decisions by 
removal from office, a consideration 
causing a rapid turn-over of Commis- 
sioners.”’ 

He also states that: “This same 
study also disclosed a tendency for 
the decisions of particular Commis- 
sioners to be influenced by the opinion 
of their constituents.” 

Upon the basis of these two con- 
clusions he proceeds to his conclusion 
that “the method of appointing Pub- 
lic Service Commissioners is likely to 
function more successfully in most 
states than that of popular election.” 


N”: I do not contend here that 
this conclusion is wrong. Most 
states have established the appointive 
method. Commissioners are appoint- 
ed in twenty-five states, and elected 
by popular vote in twenty-two. In 
two states they are elected by the leg- 
islature, and in one by a special 
board." 


1 The state which elects by special board is Ne- 
vada. The states which elect by the legislature are 
South Carolina and Virginia. Those which elect 
by popular vote are Alabama, Arizona, Arkansas, 
Florida, Georgia, Iowa, Kentucky, Louisiana, Minne- 
sota, Mississippi, Montana, Nebraska, New Mexico, 
North Carolina, North Dakota, Oklahoma, South 
Dakota, Tennessee, and Texas. The states which 
eppeine are California, Colorado, Connecticut, Idaho, 
Illinois, Indiana, Kansas, Maine, Maryland, Massa- 
chusetts, Michigan, Missouri, New Hampshire, New 
ersey, New York, Ohio, Oregon, Pennsylvania, 

hode Island, Utah, Vermont, ashington, West 
Virginia, Wisconsin, and Wyoming. 
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Dr. Cameron assumes that the 
twenty-five states which have estab- 
lished the appointive system have 
chosen the system which will work 
best in those states. If they have not, 
he believes they have political capacity 
to discover their error and correct it. 
Oregon, where Professor Cameron 
believes the elective system has 
worked badly, has lately turned to the 
appointive system. 


" a bulletin lately issued by the Na- 
tional Association of Railroad and 
Utilities Commissioners (Bulletin No. 
44-1930), giving information about 
the changes made by different states 
in their methods of selecting Com- 
missioners, it appears that eighteen 
have made changes. 

It. is significant that only seven 


., States have turned from the elective 


to the appointive system, while eleven 
states which once appointed Commis- 
sioners now elect them. 

While I do not attempt to say that 
the appointive system is wrong for 
Illinois, or New York, or for any 
other state which has that system, I 
do take issue with Professor Cam- 
eron’s assumption that the people of 
New Mexico and of other elective 
states, by establishing the elective sys- 
tem, have created Commissions which 
do not function with efficiency and 
honesty. In my opinion, Professor 
Cameron has not adduced evidence, 
nor made conclusive argument to sup- 
port that conclusion; he merely states 
the proposition and then asserts the 
truth of it. Here is an example: 

Having discussed the alleged ten- 
dency of Commissioners to decide 
cases in favor of the voters, and not 
on the facts, Dr. Cameron says: 
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State Commissioners Decide Cases without Regard 
to the Elective or Appointive Powers 


— American public is neither so politically incom- 
petent, nor so lacking in standards of political 
morality, that it often elects governors who can be con- 
trolled. . . . Neither do Commissioners who are put 
into office, whether by election or by appointment, decide 
cases which come before them under the control of interest- 
ed parties, whether voters or utilities, or under the control 


of appointing executives.” 





“A more serious indictment of popular 
election of Public Service Commissioners 
by the proponents of appointment, is that 
it does not result in the selection of as 
competent men as by appointment. This, 
they say, is because men well equipped for 
the position of Commissioner are usually 
unwilling to enter the political arena, and 
even when they are so disposed, the elec- 
torate in casting its vote is apt to be mo- 
tivated by other considerations than the 
qualifications of the candidates for the 
office. All this may be avoided, they con- 
tend, by appointment. . 

“This is unquestionably a powerful argu- 
ment against popular election. : 
Voters are notoriously remiss in weigh- 
ing the qualifications of candidates for of- 
fice, and recent studies seem to indicate 
that candidates for Public Service Com- 
missions are no exception to the rule.” 


As against that opinion, I have a 
personal acquaintance with the elect- 
ed Commissioners of the nineteen 
states which elect their Commission- 
ers—and I disagree. 


I HAVE served on the State Corpora- 

tion Commission of New Mexico 
since 1912, when New Mexico be- 
came a state, without interruption of 
service. My service of eighteen years 
has brought me into close contact 
with the Commissioners of other 
states, both elected and appointed, and 
has given me intimate knowledge of 
their work. 


HERE are forty-eight of these 

State Commissions, as New 
York has two and Delaware has none. 
The Commissioners number one hun- 
dred and seventy. Probably no sys- 
tem of selection would result in forty- 
eight Commissions upon which none 
but highly qualified men would be 
found. Speaking of them generally, 
however, these Commissions de- 
servedly stand high in the estimation 
of the peoples of their states. Their 
reported decisions show careful, con- 
scientious study, and intelligent appli- 
cation of guiding principles to estab- 
lished facts. The decisions them- 
selves constitute the most conclusive 
disproof of any suggestion that the 
Commissions are controlled in the 
making of them by interested parties, 
or by corrupted appointing execu- 
tives. 


T’ is undoubtedly true, as Professor 
Cameron suggests, that there is a 
large turn-over in service on elective 
Commissions. A considerable turn- 
over in Commission service, whatever 
the system of appointment, is inevit- 
able. Men come upon the Commis- 
sions who prove unadapted to Com- 
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mission work, and others are substi- 
tuted in their places when their terms 
expire. Others, who are adaptable, 
do not care to continue in office per- 
manently, and they voluntarily pass 
back into private life. The work of 
the Commissions, however, is general- 
ly shaped, and substantially con- 
trolled, by men who have been long 
in service, and have thereby gained 
necessary experience and understand- 
ing of regulatory problems. 

I am in accord with Professor 
Cameron’s belief that substantial 
length of service on the part of Com- 
missioners is desirable. As an argu- 
ment, however, that works in favor 
of the elective system, as the figures 
show. 

Instead of promoting security of 
tenure, the vesting of the power of 
appointment of Commissioners in the 
hands of the governor appears to 
operate exactly in the opposite direc- 
tion. In some instances expiration of 
terms of Commissioners has not been 
awaited, but extreme means have been 
taken to terminate the service of sit- 
ting Commissioners, apparently so 
that new appointments might be 
made. 

Within the last year the governor 
of one state, who exercises uncon- 
trolled power of removal, has called 
for and received the resignation of 
the three members of his regulatory 
board. There was no public criticism 
of their work; no charges were made 
against them; nor was any explana- 
tion given of their removal. 

In other states, where there was no 
power of removal without cause, stat- 
utes have been passed abolishing Com- 
missions, and re-establishing them un- 
der different names, thus giving the 
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governors opportunity immediately to 
make new appointments. 


N New York the Public Service 

Commission for the First District, 
established under Governor Hughes 
in 1907, was reconstituted in 1919, 
under Governor Smith. An entirely 
new personnel was appointed. In 
1921, under Governor Miller (Repub- 
lican) the Commission was again 
legislated out of office, and the Trans- 
it Commission was created in its place. 
Again new Commissioners were ap- 
pointed. 

In Illinois the Public Utilities Com- 
mission of five members was created 
in 1913, the members to have terms 
of six years. In 1917, under Govern- 
or Lowden, the Commission was re- 
organized by legislative act, and the 
terms were made to expire with the 
governor's term. Of the five sitting 
Commissioners three were not re- 
appointed. When Governor Small 
came into office in 1921 he made a 
complete change in the personnel of 
the Commission, and when Governor 
Emmerson succeeded Governor 
Small, in 1929, he made another com- 
plete change, except for the reap- 
pointment of Commissioner Kuhn. 

In Kansas the Public Utilities Com- 
mission, established in 1912, was 
changed to the Industrial Court in 
1919. Only one of the old Commis- 
sioners was reappointed. In 1921 the 
Industrial Court became the Utilities 
Commission again, and again only 
one of the old Commissioners was 
reappointed. In 1925 the Utilities 
Commission became the Public Serv- 
ice Commission, and five of the Com- 
missioners appointed were new men. 
In 1929 the Commission was again 



















reorganized by legislative act, and 
cut to three members. None of the 
sitting Commissioners was reappoint- 
ed. In nine years, fourteen differ- 
ent men have served on the Kansas 
Commission, with an average term of 
two years and seven months. 


HAVE not investigated the causes 

which led to these statutory re- 
organizations of Commissions; but, 
from the mortality of Commissioners 
caused by the reorganizations, it 
seems apparent that one purpose was 
to give the appointing power oppor- 
tunity to make appointments. In any 
event, the existence of the appointive 
method of selection did not operate 
in any degree towards security of 
tenure. 

These instances of changes in ap- 
pointive states may be contrasted with 
changes in Arkansas and North Da- 
kota, where, in each instance, the 
terms of elective Commissioners were 
extended from two to six years, but 
the sitting Commissioners were re- 
tained in office by specific provisions 
of the new laws. 


Bron assertion that men _ better 
qualified for Commission work 
will be obtained under the appointive 
than under the elective system is not 
easy either of proof or disproof. 
Theoretically, one would expect it to 
prove true. This assumes, however, 
that a governor will not be influenced 
in his appointments by political con- 
siderations; and the governor is sel- 
dom, if ever, free from the influence 
of political considerations. He comes 
te his office through election by his 
party, and he becomes his party’s 
nominee through the support of his 


PUBLIC UTILITIES FORTNIGHTLY 


613 


political friends within the party. 
For whatever patronage is subject to 
his disposal there is insistent demand. 
He must consider the effect of ap- 
pointments upon his party and on his 
own personal organization within the 
party. Hence, as a practical proposi- 
tion, the governor often feels impelled 
to make an appointment which is not 
the best that could be made. This is 
one of the handicaps of democracy. 
It is true of any and all appointments 
wherevet democratic institutions ex- 
ist. Being true in our states, it may 
well turn out that the percentage of 
men well qualified to be Commission- 
ers who will be selected under the 
elective system may be quite as large 
as will be selected by appointment. 

I am personally acquainted with 
practically all of the regulatory Com- 
missioners of the United States, and 
I am unhesitatingly of the opinion, 
that, taken on the average, the Com- 
missioners who are selected by the 
elective system are in no degree less 
well fitted for their work than the 
Commissioners who are appointed. 


HE National Association of Rail- 

road and Utilities Commission- 
ers was organized by Judge Thomas 
M. Cooley, first Chairman of the In- 
terstate Commerce Commission, in 
1889, for the purpose of considering 
problems of railroad regulation. Its 
membership is composed of all the 
members of the Interstate Commerce 
Commission and of the State Com- 
missions. It has developed into an 
organization which does more than 
any other single organization to pro- 
mote a uniform understanding and 
application of correct principles of 
regulation both to railroads and to 



































































public utilities. In that body the men 
who are best fitted by ability and by 
experience naturally are the leaders. 
While it may not be always true, it 
is ordinarily true that the Association 
chooses its outstanding men to fill its 
principle offices. 

The appointed state Commissioners 
in the Association number ninety- 
eight and the elected but seventy-two. 
It would be expected that if the ap- 
pointed Commissioners were the most 
able and well informed in matters of 
public regulation they would be the 
ones most frequently elected to con- 
duct the affairs of the Association; 
but they are not elected most fre- 
quently. In the last twenty years, 
eleven elected Commissioners have 
been elected to the presidency of the 
Association as against nine appointed 
Commissioners. If we go back but 
ten years, the number of elected 
presidents is six and the appointed 
four. 

I have for the past four years had 
the honor of serving on the Executive 
Committee of the Association. Aside 
from former presidents, there are 
now on that committee ten State Com- 
mission members; five of them are 
from appointive Commissions and 
five from elective Commissions. 

After the Executive Committee, 
there is no committee of more im- 
portance than that on Railroad Rates. 
I was Chairman of that committee in 
1927. The appointed Commissioners 
then on the committee numbered 
four and the elected four, while of 
the rate experts on the committee two 
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came from appointive Commissions, 
and five from elective Commissions. 


geet Cameron favors the ap- 
pointment of Commissioners also 
because his survey indicated that the 
elective system in Oregon causes “a 
rapid turn-over of Commissioners.” 

At first thought, it might seem that 
a well-qualified Commissioner would 
have rather more chance of reappoint- 
ment at the hands of a governor than 
of re-election by popular vote; upon 
reflection, however, it will be per- 
ceived that he does not have. 

A Commissioner who has become 
known to the people of his state to a 
large extent stands or falls according 
to his own record, so far as election 
is concerned. If he has become recog- 
nized as a competent, honest Commis- 
sioner, he may be re-elected regard- 
less of what happens to his party. On 
the other hand, (speaking generally), 
a Commissioner cannot expect reap- 
pointment unless (1) his party nomi- 
nee for governor is elected, and (2) 
the party nominee for governor be- 
longs to the Commissioner’s faction 
of the party, and (3) there is such 
absence of potent objection to the 
Commissioner’s reappointment as to 
make it politically expedient for the 
governor to continue him in office. 

Hence statistics show that Profes- 
sor Cameron was misled in his belief 
that the appointive system may be ex- 
pected to lengthen Commission serv- 
ice. The casualties are more numer- 
ous among the appointed Commis- 
sioners than among the elected. 





“PRESENT service charges are discriminatory,” is the tenor of the 


article by H. H. Aces, in the next number of this magazine. 


What 


the gas utilities must face sooner or later is a scientific revision of 
rates—and the sooner the gas men face this issue the better. In the 
issue of May 2oth. 
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— valuation of utility 
property was urged upon the 
New York legislature by Governor 
Roosevelt’s Commission on the revision 
of the New York Public Service Com- 
mission law. 

The proposal, however, failed to 
make the grade. It was too heavily 
laden with expense. The force or rea- 
son behind it was too weak. 

Such a law, aside from the enor- 
mous cost of the appraisals, and the 
flood of litigation which would be sure 
to be let loose, would be of doubtful 
value. 

Much of the work would be a waste 
of time and expense. 

Wholesale valuations would be use- 
less as a means of fixing an unchang- 
ing rate base by legislative fiat. A state 
could no more do that than it could 
change a shoe repairing shop into a 
public utility by its ipse dixit. 

Wholesale valuations would be use- 
less as a basis of 10-year contracts if 
the utilities would not enter into them; 
and at the hearing, they declared they 
would not do so. 

Valuation in the case of many utili- 
ties would be needless because the com- 
panies could not earn a return on the 
full value of their property if they 
wanted to. Many utilities are not now 
insisting on a return on the full value 
of their property, although they could 
probably get it. 

Valuation of utility property is only 
used in exceptional cases as a weapon 


Wholesale Valuation of Utility Property 


of offense or defense, and is so em- 
ployed both by the utilities and the rate- 
payers. 

The Commission already has power 
to value utility property where neces- 
sary. Why insist on it where it would 
serve no useful purpose? 

The outcry against Commission regu- 
lation in New York state had its origin 
in a local rate situation. The attack 
opened up with a great blare of trump- 
ets. A legislative investigation was de- 
manded by a prominent newspaper. 
But the trouble was that the critics did 
not have the facts. 

All charges that Commission regula- 
tion has broken down, whether made in 
New York or elsewhere, usually sim- 
mer down to a mere difference of opin- 
ion as to the reasonableness of rates. 

If a Commission does not adopt a 
particular rate-making hobby—either 
voluntarily or because forbidden to do 
so by the courts—critics unhesitatingly 
charge that regulation has broken 
down. 

This is a very simple, childlike faith. 
It is the same as if a disappointed 
party to a lawsuit were to charge that 
a court had broken down because it did 
not decide a particular case according 
to his way of thinking. 

Commission regulation in New York 
state and elsewhere has thus far sur- 
vived all legislative investigations. 


Thorry CSmcrr 
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THE UNHERALDED—AND UNSUSPECTED— 


Consolidation of the Railroads 


While the governmental authorities have been 

deliberating over a “specific plan,” economic pres- 

sure has already brought about the actual unifica- 

tion of 20 per cent of the railroad mileage in 
the country. 


By JOHN T. LAMBERT 


HERE is an old adage among 
shrewd statesmen that economic 
pressure and progress will at- 
tain results where politics fail. 
Politics is usually catching up with 
industry, or making feeble and futile 
attempts to do so. Public regulation 
rarely is adopted until something has 
developed in the economic life that 
seems necessary of regulation. 
Political Washington has literally 
been rushed off its feet by the over- 
whelming mergers in the greatest era 
of consolidation which the world has 
ever experienced. The anti-trust 
laws seem null and void. Even if the 
courts were not jammed by prohibi- 
tion and even if the Department of 
Justice were not expending its talents 
on the crimes and commissions aris- 
ing out of the Volstead law, it would 
be impotent to test the legal validity 
of the unifications of property which 
have been produced in the whirl of 
merging. 
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N order to save its face, as well as 
to invoke a public confidence that 
it was functioning in these matters, 
the Department of Justice a few 
years ago established the policy of 
sitting down with proposed merger- 
ites and indicating whether it would 
permit the consolidations to be ef- 
fected without going into the courts 
to smash the mergers after they had 
been done. 

The new policy truly had merit in 
it. At least it gave to the merger 
authors the confidence to go ahead in 
the knowledge that the government 
would not come along later and wreck 
the new economic edifice with the re- 
sultant loss to honest investors. There 
has been a growing protest that the 
new policy was a rank departure from 
the purpose for which the Department 
of Justice was created; that the De- 
partment has abdicated its task of be- 
ing an impartial prosecutor of a 
crime that has been committed and 
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has taken to itself the role of a judge 
which was never intended for it. 

But the rising tide of mergers and 
consolidations has continued to give 
proof to the claim of the ancient 
adage that economics rule the course 
of a Nation; that the adventurous 
and brave and intrepid accomplish re- 
sults where public statesmanship lags. 

And no stronger proof of it can 
be found than in the national rail- 
road situation today. 


HETHER through misconception, 

the public has gotten the notion 
that the plan of railroad consolidation 
provided by the Esch-Cummins act 
of nearly ten years ago could not be 
effected until a specific, all-inclusive 
plan of immediate consolidations had 
been drawn by the Interstate Com- 
merce Commission. Railroad consoli- 
dations held high promise. They 
were to be conceived in the purpose 
of providing adequate service to the 
country at reasonable rates. The 
wastes and heavy expenses of dupli- 
cation were to be eliminated. The 
weaker lines were to be saved from 
the scrap-heap and their patrons were 
consequently to be saved the possible 
loss of their disintegration. Shippers 
and travelers were excited by the 
beneficent prospects. 

But all of a sudden public interest 
waned. 

There was definitely impressed 
upon the public mind the belief that 
railroad unification was nullified by 
the indecision of the Commission in 
the tremendous task with which it 
was faced. Presidents made the 
necessity of the drawing up of a plan 
prominent points in their messages to 
Congress and in their statements to 


the press. And public interest con- 
tinued to languish. 


. spite of that assumed condition 
there has come into existence an 
imposing fact which will mystify the 
public ear. 

That fact is that about twenty rail- 
road consolidations have been effected 
among the class I railroads of the 
country. 

Approximately fifty thousand miles 
of railroads have been consolidated 
while the country was being tin-eared 
by the oft-repeated declaration that 
consolidations were impossible of 
achievement; that they were default- 
ed by the failure of the Commission 
to conceive and produce the “specific 
plan.” 

The magnitude of these consolida- 
tions is apparent from the fact that 
there are about 250,000 miles of rail- 
road in the country. One-fifth has 
been consolidated ! 

The push and the trend of economic 
progress have brought it about. 
Some caviling may result from the use 
of the word “consolidation.” But the 
plain fact is that through stock own- 
ership, leases, or other forms of pool- 
ing of endea) Urs, one-fifth of the rail- 
road lines of the country have been 
unified while a ruminative country 
had accepted the belief that it just 
couldn’t be done. 


HESE unifications have been ma- 

jor in their scope. A glance at the 
records of the Commission tells that 
story. In order that the magnitude 
may be appreciated, a list of the unifi- 
cations, according to facts obtained 
from the Commission, is here stat- 
ed :— 
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Adventurous Business Men Blaze the Trail 


that Politicians Follow 
66 HERE are about 250,000 miles of ratlroad in the 


country. 


One-fifth has been consolidated! 


The 


push and the trend of economic progress have brought it 


about. 
word ‘consolidation.’ 


Some caviling may result from the use of the 
But the plawm fact is that through 


stock ownership, leases, or other forms of pooling of en- 
deavors, one-fifth of the railroad lines of the country have 
been unified while a ruminative country had accepted the 


belief that it just couldn’t be done.” 





The Alabama and Vicksburg has 
been unified with the Illinois Central. 

The Vicksburg, Shreveport and Pa- 
cific with the Illinois Central. 

The Ann Arbor with the Wabash. 

The Atlanta, Birmingham and At- 
lantic with the Atlantic Coast Line. 

The Carolina, Clinchfield and Ohio 
with the Atlantic Coast Line. 

The Chicago, Terre Haute and 
Southeastern with the Chicago, Mil- 
waukee and St. Paul. 

The Cincinnati, Indianapolis and 
Western with the Baltimore and 
Ohio. 

The El Paso Southwestern with the 
Southern Pacific. 

The Georgia, Florida and Alabama 
with the Southern Pacific. 

The Gulf and Ship Island with the 
Illinois Central. 

The Gulf Coast Lines with the Mis- 
souri Pacific. 

The International Great Northern 
with the Missouri Pacific. 

The Kansas City, Mexico and 
Orient and the Sante Fé. 

The Lake Erie and Western with 
the Nickel Plate. 


The Pere Marquette with the 
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Chesapeake and Ohio. 

The San Antonio, Uvalde and Gulf 
with the Missouri Pacific. 

The Texas and Pacific with the 
Missouri Pacific. 

The Toledo, St. Louis and Western 
with the Nickel Plate. 

And, as this is written, there are re- 
ports in the air of an unification of in- 
terest, under the auspices of the Van 
Sweringens, of the Chesapeake and 
Ohio, the Nickel Plate, the Erie and 
the Pere Marquette. Also the addi- 
tional report that the Alleghany Cor- 
poration, the nestling place of the Van 
Sweringen holdings, has acquired con- 
trol of the Missouri Pacific. Add to 
those reports the common belief that 
the Pennsylvania, through its Penn- 
road Company, as acquired control of 
Henry Ford’s famous line, the De- 
troit, Toledo and Ironton and of the 
Pittsburg and West Virginia, and that 
it has accumulated a lively interest in 
both the Boston and Maine and the 
New Haven Railroads, which have 
served the needs of New England for 
generations. There can definitely be 
added that many minor unifications of 
interest have been achieved in addition 
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to the formidable ones in the list stat- 
ed above. 


can be remembered that several 
giant mergers have been forbidden 
by the Commission for one reason or 
another. These included refusal of 
permission to the Chesapeake and 
Ohio to take over the Lake Erie be- 
cause of alleged insufficient public ne- 
cessity; the Kansas City, Southern 
and the Cotton Belt to fraternize be- 
cause of the contemplated financial 
structure to be set up; the Nickel 
Plate, Erie, C. and O., and Pere Mar- 
quette absorptions largely because of 
the financial structure and of failure 
to conserve the rights of minority in- 
terests, and of the Reading to take 
over the Lehigh and New England be- 
cause of the price to be paid and be- 
cause of the elimination of competi- 
tion in coal-carrying to New England. 
But even out of these refusals, 
some progress toward unifications 
was actually made, because the own- 
ers of the properties learhed from the 
Commission the theories and arrange- 
ments under which the co-ordination 
could in the future be completed. It 
is quite evident that the will to merge 
existed in those transactions and that 
they shortly will come before the 
Commission again in revised form. 


HAT the unifications actually 

blazed the trail for the ultimate 
adoption of the famous “specific plan” 
by the Commission is candidly admit- 
ted among the regulatory officials. A 
layman unversed in the financial align- 
ments back of railroad holdings would 
have difficulty in proving the point 
perhaps. But I am informed at the 
Commission headquarters that the 


elaborate “specific plan” as finally 
woven by the Commission in compli- 
ance with the mandate of nearly ten 
years ago took into consideration 
every one of the unifications that had 
been completed and approved by the 
Commission; and that, further, the 
“specific plan” was so drawn as to 
make any unscrambling of those uni- 
fications unnecessary. 

In other words, the act of states- 
manship followed the progress of eco- 
nomics. 

And, of course, another boon has 
been derived from a legal standpoint 
by the railroads which engaged in the 
pooling of interests. The approval 
given them by the Commission re- 
lieved them from any fear of prose- 
cution under the anti-trust laws. The 
unifications were approved under the 
law by the Commission. That approv- 
al gave to them a legality beyond and 
above question. 

Of course the shipper and the pas- 
senger are anxious to know whether 
benefits have been derived as the re- 
sult of these poolings. The answer 
seems to be “Yes.” 

Weak lines have been propped up. 
Service that otherwise would have 
been impaired or abandoned has been 
continued, with its effects upon whole 
territories that depended upon the 
anemic lines for their transportation 
needs. It is said that the railroads as 
a whole, and the St. Paul in particu- 
lar, have been enormously benefited by 
the reorganizations. which obtained 
and that today the railroad properties 
of the country are in a magnificently 
good condition. 


_ critics are wont to turn 
to Commissioner Eastman, upon 
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whose good judgment and integrity 
they depend with utter reliability. Be- 


cause of that mental state, the words 
of Mr. Eastman on the conditions of 


the railroads would be generally ac- 
cepted in all quarters. In a recent 
opinion, Mr. Eastman spoke of the 
conditions of the railroad properties 


as follows :— 


“The reasons for caution (in con- 
solidations) are greatly augmented by 
the fact that we are now dealing with 
a general railroad situation which in 
many respects is more satisfactory 
than any which has been experienced 
in the past. 

“There may be ground for dissat- 
isfaction in the general level of the 
rates, but it is not seriously claimed 
that extensive consolidations will in 
themselves make possible substantial 
reductions in rates even if there be 
eliminated from consideration what 
may be the effect of the Supreme 
Court decision as to valuations in the 
O’Fallon Case. 

“So far as service, operating effi- 
ciency in general, and ability to fi- 
nance on reasonable terms are con- 
cerned, the status of the railroads has 
been improving rapidly and steadily 
during the past few years and now 
appears to be better than ever before. 

“This improvement has extended 
to the so-called weak lines. They are 
far from presenting the problem 
which they seemed to present in 1920. 
Those notorious ‘weak sisters,’ the 
Kansas City, Mexico and Orient and 
the Atlanta, Birmingham and Atlan- 
tic, are now well taken care of, and 
other lines of somewhat similar char- 
acter will be found in the list of ab- 
sorbed carriers. 
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“The financial status of others, 
such as the St. Paul, the Denver and 
Rio Grande, and the Missouri-Kan- 
sas-Texas, has been materially im- 
proved by reorganization. And many 
of the lines which appear to be weak 
have this reputation only because of 
over-capitaliation. There are now, it 
seems to me, only a very few weak 
lines which are really disturbing fac- 
tors in the railroad situation. 

“Under these circumstances I sub- 
mit that there is no wisdom in experi- 
menting with a reasonably satisfac- 
tory situation by radical attempts to 
promote consolidations out of hand 
on a grandiose scale, and that there 
is, on the contrary, every reason for 
proceeding cautiously and conserva- 
tively. I do not wish to minimize the 
possible benefits of consolidations or 
unifications. In many cases they have 
been beneficial in the past, and with- 
out doubt many will be in the future. 
But I believe that there is a present 
tendency, in certain quarters at least, 
to magnify beyond reason their pos- 
sible advantages and to overlook al- 
most entirely their possible disadvan- 
tages and dangers.” 


N this. connection, Mr. Eastman 
made note of his belief that public 
interest in the idea of consolidations 
had waned. While he did not say it, 
there is the likelihood that he holds 
the opinion previously stated here that 
that interest had languished because 
of the belief that unifications had been 
estopped by the long delay in adopt- 
ing the “specific plan.” 
But someone’s interest had not 
waned or diminished. Economics 
went on to unification. 





The Discriminatory Service Charge 


Tue compelling need of a scientific revision of rates—particularly 

in the gas utilities—not only on economic grounds but also as a solu- 

tion of a problem in public relations, will be discussed by H. H. Aczz 
in the next issue of Pustic Utmirms FortnicHt ty. 
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Team Play 


No. 3: HEROES oF THE ARMY OF INDUSTRY 


The true story of a telephone linesman who carried the 
morale he acquired in the field of sport into the field of 
public service. 


ARMSTRONG PERRY 


HAT section of our country that 
was founded and made famous 
by the Pilgrim Fathers is now 
covered with a network of wires that 
furnish electricity to the residents. 
The delivery of this electricity is in 
the hands of the New England Power 
Association. 

The Lawrence Gas & Electric Com- 
pany is responsible for that part of 
the system which serves the manufac- 
turing city of Lawrence and the terri- 
tory surrounding it. 

The service depends, ultimately, on 
the hardy linemen who string the 
wires and keep them in repair so that 
the “‘juice” can find its way from the 
generators in the power plants to the 
factories, offices, and homes of hun- 
dreds of thousands of people. 

One of the line crews in Lawrence 
last June was composed of six stal- 
wart young fellows, typical of their 
kind. Among the six were Robert E. 
Hanlon and Harry F. Christie. 


| yma the windows of the passing 
limousines this gang looked like 
any other bunch of linemen, broad 
shouldered, big muscled, deliberate 
but efficient in movement. Maybe it 
was. The men had, like other work- 


ers, a sense of humor that kept jests 
in circulation even when they were up 
on the cross-arms with only thin in- 
sulation between them and sudden 
death. 

Harry Christie was an old football 
and baseball player. He made the 
teams in both sports at Lawrence 
High ten years ago. From that 
school he went to Phillips Andover 
Academy, a New England institution 
whose honorable history stretches 
well back toward the beginnings of 
our Nation. Phillips Exeter Acad- 
emy, founded by the same man, had 
beaten Andover in baseball with an- 
noying regularity for the past nine 
years. It had begun to look as if 
that man Phillips had started Ando- 
ver Academy just for the purpose of 
giving Exeter men an easy way to 
collect cups, medals, and other athletic 
trophies. 

Into this situation dropped Christie. 
He went out for the baseball team. 
They tried him behind the plate. It 
was not long until they discovered 
that, if it were not for high fouls, 
they might as well take down the 
backstop and give the spectators in 
the stand back of home base a clear 
view of the field. 
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The big game was scheduled for 
Alumni Day, at Exeter. The Exeter 
alumni had had a beautiful time for 
nine years seeing their teams run up 
the scores on Andover. They were 
out in force. Such betting as the 
New England conscience permitted to 
be done on the side, in spite of the 
rules of the rival academies, was con- 
sidered as Andover’s sacrifice for the 
sake of a principle. Any man who 
put his money on Andover on that 
occasion, if he had lived in an earlier 
day, would have bet that the Christian 
martyrs in the Roman amphitheatre 
would bite the lions. 

Andover’s best hitter was the first 
man at bat. The Exeter pitcher 
walked him; probably did not want to 
risk a hit. This runner stole second. 
The next man up walked also. The 
third batter forced the second at sec- 
ond base. Christie came up next. 

The pitcher could not walk all the 
heavy end of the batting order with- 
out forcing in runs. Christie being 
new, the twirler took a chance. He 
put one over the pan. Christie wal- 
loped it down the third base line so 
fast that two runs came in before the 
Exeter fielders could stop it. 

They played the other eight innings 
because the rules said that it took nine 
to make a game, but Christie’s clout 
ended the string of Andover defeats. 
Naturally, he was elected captain of 
the team. 


n 1923 Christie went to work for 

the Lawrence Gas & Electric Com- 
pany, which is a part of the New 
England Power Association. He kept 
up his interest in baseball and last 
year he was manager of the com- 
pany’s baseball team: He was play- 
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ing a bigger game than baseball, how- 
ever—the game that every lineman 
has to play. It was the game of main- 
taining the kind of service that wins 
the good will of the public and of 
the Department of Public Utilities. 
There were no applauding grand- 
stands to keep up a man’s courage 
when things went wrong. He and his 
team just had to work together and 
plug along no matter what happened. 


O* June 12, 1929, Christie was 
standing beside his truck and 
Hanlon was grounding lightning ar- 
resters at the top of a near-by pole. 
A groan from Hanlon caused Christie 
to glance up quickly. 

Hanlon, who had been working 
along as usual a moment before, was 
hanging limp in his life belt. His 
hand still clutched a wire on which 
he had been working—that told the 
story. 

It was a 2200-volt line, with amps 
enough behind the voltage to destroy 
life in am instant. There was one 
chance in a hundred, however, that 
Hanlon still lived, and Christie was 
in action in a fraction of a second. 

Accustomed as he was to emergen- 
cies, there is no doubt that Christie 
felt that sickening sensation that grips 
a man’s vitals when he is face to face 
with extreme danger. It is even 
harder to think and act coolly when 
the other fellow is in peril than when 
a man acts on his own behalf. But 
whatever he thought or felt, it is cer- 
tain that Christie went up that pole 
in less time than it used to take him 
to get to first base. He called the rest 
of the crew as he climbed. 


— difficulty of handling an un- 
conscious man under such condi- 
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tions can hardly be appreciated by 
anyone who never has met such an 
emergency. Even the lifting of a 
limp figure from the ground by means 
of the “fireman’s lift” is not an easy 
matter. At the top of this pole Chris- 
tie faced the danger of dropping his 
buddy, and of falling himself. Also 
he had to consider the fact that a 
death-dealing current can pass easily 
through the body of a man in contact 
with a live wire to the body of any- 
one who touches him, if the rescuer 
happens to be grounded. 

Christie knew the danger but using 
his knowledge of work aloft he soon 
had Hanlon on a rope. The other 
members of the crew had reached the 
pole and they manned the lower end. 
As they lowered Hanlon, Christie 
came with him down the pole, care- 
fully guiding and protecting the un- 
conscious man’s body. 

When they reached the ground the 
dangerous part of the work was over, 
but there still remained the equally 
vital task of starting Hanlon to 
breathing. 

The prone pressure method of re- 
suscitation is so simple that even 
children learn it in one short lesson. 
It is effective in cases of electrical 
shock, asphyxiation, and apparent 


drowning. Yet every year persons 
who have been shocked, gassed, or 
submerged in water die because by- 
standers wait for a doctor. Sending 
for a doctor is one of the first things 
to be done in such an emergency, of 
course, but failure to know and to use 
the prone pressure method while wait- 
ing for him has cost the lives of hun- 
dreds who might easily have been 
saved. 

Christie and his crew-mates knew 
what to do. Fred Adams, the fore- 
man, and the rest of the crew, Boyle, 
Watts, and O’Neill, all took a hand. 
Presently the breathing forced by 
prone pressure went on without fur- 
ther effort on their part. 

Hanlon was saved. 


HEY rushed Hanlon to the Law- 

rence hospital. By the time he 
arrived, Hanlon was breathing nor- 
mally. He was severely burned and 
was obliged to remain at the hospital 
for some time. But today he is back 
on the job, working on the power 
lines. 

On February 24th, in the presence 
of his fellow employees and officials 
of the New England Power Associa- 
tion, Christie was awarded the Insull 
Medal for Resuscitation. 





The Eledric Light 


The use in theaters of the electric light is experi- 
mental. Its brilliancy is of incalculable advantage if it 
does not prove too intense; this may be obviated by 
flesh colored tinted mediums. It is our duty to give 
the new light the fairest and fullest trial and to reach 
the highest and best results attainable through experi- 


ment. 


—A notice that was formerly featured 
in theater programs. 
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What Others Think 





What the Motor Bus Is Doing 
to the Railroads 


ANY of the difficulties of short 

branch railroad lines have been 
created by motor bus competition. The 
extent to which this competition has 
beaten against the railroads is set forth 
by some interesting figures collected by 
Professor James M. Herring of the 
Wharton School of Finance and Com- 
merce. Says Professor Herring: 


“On December 31, 1927, there were in 
the United States 85,636 motor busses, 
operating 635,609 miles of bus route. 
These busses had carried .2,525,000,000 
passengers during the year 1927, and much 
of their business had been taken from 
railroads. The extent to which motor bus 
transportation of passengers has replaced 
steam transportation was disclosed in an 
exhaustive investigation of the growth of 
motor transportation conducted by the 
Interstate Commerce Commission. The 
Commission found that from 1920 to 1926 
the number of passengers carried per 
annum by class I carriers had declined 31.13 
per cent, and passenger revenues 19.03 per 
cent per annum. Practically the only 
reason assigned for the loss of passenger 
traffic was the development of the private 
automobile and the motor bus. Of further 
significance to the communities served by 
weak railroads, it was found that the de- 
velopment of motor bus traffic has taken 
place largely in the short-haul field, al- 
though there is a tendency at present for 
bus companies to engage in long distance 
passenger transportation, even to the ex- 
tent of building ‘sleeper’ coaches. The de- 
cline in railroad passenger traffic has been 
altogether in local traffic, long-distance 
traffic having increased. From 1921 to 1926 
sleeping- and parlor-car traffic of the rail- 
roads of the United States increased 27 
per cent, while the number of coach pas- 
sengers declined 26 per cent. In 1921 the 
railroads handled 31 per cent of their pas- 
senger business in parlor and sleeping cars, 
but in 1926 about 44 per cent, the change 
being due to a relatively greater number of 
long-distance travelers using Pullman 
coaches. Finally, the motor coach has been 


where steam transportation remains the 
chief reliance of the commuter. From 1922 
to 1926, while the local passenger traffic 
of railroads was declining, commutation 
passenger miles increased 8 per cent. 

“The facility’ with which motor busses 
have taken away railroad passenger traffic 
has not been due alone, not even largely, to 
lower fares. The Commission’s investiga- 
tion showed that for short hauls, in most 
instances, bus fares were about the same 
as, or even higher than, rail fares for 
transportation between the same points. 
Busses offer greater frequency and flexibil- 
ity of service, frequent pick-up and dis- 
charge, and transportation through the 
heart of cities and villages. In territories 
of light traffic they have been able to 
furnish a better service at lower cost than 
railroads are capable of on branch lines or 
short lines. The superior advantages of 
busses for passenger transportation in such 
territories have been fully appreciated by 
many railroad companies. At the end of 
1927, sixty-seven railroads directly or 
through subsidiaries were operating 994 
busses over 10,519 miles of bus route to 
replace branch line trains or to supplement 
rail-line or terminal service. The direct 
expenses, such as wages and fuel, of 
operating a local passenger train have been 
variously estimated to be within the 
neighborhood of $1.25 per passenger train 
mile, while the cost of operating a motor 
bus has been estimated to range from 25 
to 30 cents per bus mile. In many cases 
one motor coach will handle the passengers, 
luggage, mail, and express of a lightly 
patronized train, but if 3 or 4 coaches were 
required the saving would still be impor- 
tant, and the revenues would no doubt be 
greater because those busses with frequent 
service would attract more business. 

“The development of motor bus transpor- 
tation and its inherent strength have 
demonstrated beyond dispute that passenger 
service can be readily supplied by motor 
busses to communities which before the 
development of motor transportation were 
dependent alone upon railroads. In fact, a 
better and cheaper service can be provided.” 


The railroads, however, have not all 


most used outside of metropolitan areas been asleep at the switch. Many of 
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them are beginning to substitute motor 
busses for rail service. The difficulty 
of abandoning branch line steam rail- 
road service, however, lies in the fact 
that bus lines do not offer satisfac- 
tory substitutes for certain kinds of 


freight service offered by the railroads. 


Tue Prostem or Weak Rarroaps. By 
James M. Herring, Ph. D. Instructor in 
rg ind and Industry, Wharton School 
of Finance and Commerce, University of 
Pennsylvania. The University of Pennsyl- 
vania Press. 1929. 130 pages. $3.00. 





The Right of a State to Guard Against Both Federal 
Usurpation and Private Spoliation 


T HE Tennessee Commission, pre- 
sumably voicing the sentiment of 
the people of that state, addressed an 
open letter to the members of the Ten- 
nessee delegation to Congress, protest- 
ing against the resolution introduced 
by Senator George W. Norris of Ne- 
braska providing for the operation of 
Muscle Shoals and the development of 
Cove Creek in Tennessee. 

The Commission, in its communica- 
tion, expressed the opinion that the 
Norris Resolution ignores every legal 
right of the state of Tennessee and 
characterizes a payment to the state of 
a percentage of the revenues derived 
from the sale of power as “so insignifi- 
cant as to be absurd.” The letter fur- 
thermore points out that any proposed 
development of these hydroelectric sites 
by Federal agencies should recognize 
the right of Tennessee to recapture the 
completed project at the end of a given 
period upon repaying the original cost 
of the entire development minus its 
value to navigation, flood control, and 
other specified off-sets. 

The latter contends that any plan of 
development adopted by Congress 
should permit the establishment of tax- 
able industries within the state, not only 
to consume the power generated but to 
furnish employment, revenue, and other 
economic benefits to the people of Ten- 
nessee. 

The letter warned that the adoption 
of the Norris Resolution would result 
in protracted litigation, since the Com- 
mission did not believe that Tennessee 


would “submit to the unwarranted 
usurpation of the rights of this state 
and the wrongful confiscation of its re- 
sources and revenue.” The letter in 
part stated: 


“While it is highly important that Ten- 
nessee’s water power resources be devel- 
oped and utilized within the state as 
promptly as possible, it is equally important 
that the rights of the state be thoroughly 
safeguarded, both against Federal usurpa- 
tion and private spoliation. 

“What would it profit us to gain speedy 
development and thereby lose our own 
property, our own rights, and all benefits? 


“Tennessee would not, if it could, and 
could not if it would, interfere with the 
tights and powers of the Federal Govern- 
ment in matters pertaining to interstate 
navigation. On the other hand, it is our 
firm conviction, both as a matter of con- 
stitutional law, as well as proper policy, 
that the Federal Government should not 
attempt to ignore the rights of the several 
states to the uses and benefits accruing 
from the development of water power re- 
sources within their several borders, and 
should not attempt to abridge the rights of 
the several states to the power to regulate 
and control the uses of water power when 
once developed. 

“Adhering to these views as we do, we 
have heretofore expressed to you our op- 
position to the so-called Norris Resolution, 
which proposes to provide for the opera- 
tion of Muscle Shoals and at the same time 
to provide for the development of Cove 
Creek in Tennessee, without giving Tennes- 
see any voice in the formulation and adop- 
tion of the proposed plan and program, and 
without giving Tennessee any benefits from 
the water power when developed, and like- 
wise without recognizing in the state any 
authority to supervise and control within 
its borders the utilization of such water 
power.” 
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Washington (D. C). Post 


IT WON’T BE LONG NOW UNTIL THE STATES 
ARE STRIPPED OF EVERYTHING 


An Experiment in Rate Reduction— 
And the Law of Economics 


ERE is an interesting illustration of 

the difficulty of circumventing 

economic laws related by Fred W. Sar- 

gent, president of the Chicago & North- 
western Railway Company. 

It seems that when the railroad men 
were called to Washington in connec- 
tion with the Administration farm pro- 
gram, it was suggested to them that if 
the freight rate on wheat were lowered 
the difference would find its way into 
the farmer’s pocket and be an imme- 
diate blessing to him. Said Mr. Sar- 
gent: 

“We were asked to reduce the rate 74 
cents per bushel. 
“*But,’ some of us protested, ‘a lower 


rate will not help the farmer at all.’ 
“We argued that Liverpool, which sets 
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the world price of wheat, does so on the 
basis of world conditions, and is exceed- 
ingly sensitive to every changing influence. 
No one country, we asserted, could take 
action tending to reduce cost factors, that 
would not be felt immediately in other 
great wheat-growing countries. ‘ 

“*As soon as we announce a reduced 
rate,’ we said, ‘Canada will meet it. In 
the Argentine, also, they will adjust rates 
to put farmers on a parity with ours. The 
net result, so far as it affects the price 
that the American farmer receives for his 
wheat, will be—exactly nothing. You may 
put some extra pennies into the consum- 
er’s pocket; but no extra dollars into the 
farmer’s.’ 

“This reasoning did not meet with favor, 
however, and we said at last: 

Cae well, we'll reduce the rate as you 
ask. 

“The reduction, I said, was 74 cents per 
bushel. Within forty-eight hours after this 
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new rate went on, the price of wheat 
dropped 8 cents a bushel!” 


F the plan had worked out as its 
I sponsors believed it would so that 
the saving on wheat rates all went into 
the pockets of the farmer, this would 
merely mean that some of the stock- 
holders’ money was transferred to the 
pockets of the farmers, or else it would 
mean that the difference would have to 
be made up on rates charged to other 
shippers. We are usually able to see 


only one side of the economic equa- 
tion. 

However desirable such a practice 
may be from the philanthropic stand- 
point, the economic law, which is usual- 
ly more just than written law, often 
defeats paternalistic efforts. 
Rartroaps—THE Hus oF THE TRANSPORT 

Era. An interview by Neil M. Clark with 

Fred W. Sargent, President of the Chicago 

& Northwestern Railway Company. Forbes. 

March 15, 1930. 





Curb the State Legislatures — 
Not the Investment Trusts 


) ee oe has appeared in the de- 
velopment of the so-called in- 
vestment trust which demands special 
legislation as a protection to the invest- 
ing public, in the opinion of the joint 
legislative committee on banks submit- 
ted to Governor Franklin D. Roosevelt 
of New York. The committee said: 


“We are of the opinion that the unwar- 
ranted prices paid during the past year by 
the public for securities of investment 
trusts and similar companies were simply 
a phase of a great speculative market. We 
do not believe that such bursts of specu- 
lative frenzy can be stopped by legislation. 
Judgment cannot be legislated into the in- 
vestors’ minds. Legislation cannot make 
the unintelligent investor discriminatory. 

“We can find nothing inherently un- 
sound in the theory of investment trusts 
or similar companies which have for their 
main field of activity the purchase, sales 
or holding of shares, and securities of other 
companies. Looking at the question from 


the standpoint of the investing public, a 
company which holds a fixed list of securi- 
ties gives the investor the opportunity to 
participate in such a diversification of in- 
vestment if he so desires.” 


It seems to be the habit nowadays to 
run to the iegislature for everything. 
We have an enormous maze of laws out 
of which even the lawyers can scarcely 
find their way. Many of these laws are 
passed for the purpose of protecting 
the public in matters concerning which 
the public is able to take care of itself. 
Any new development becomes a mat- 
ter of legislative concern in the opin- 
ion of some people. Legislation is be- 
coming paternalistic to an extent un- 
dreamed of a few years ago. It is re- 
freshing to read an occasional report in 
favor of restriction of legislation. 

—H. C. S. 





The Judicial Functions of the 
State Commissions 


ie a recent address on “Why Not 
Public Ownership and Operation ?” 
by John Bauer, Director, Public Utility 
Bureau, New York city, Dr. Bauer re- 
peats the charge that Public Service 
Commissions are becoming too much 
like courts. He says: 


“There is also the question as to how ef- 
fectively public regulation works. The 


Commissions have been created to protect 
actively the public interest, to assure the 
consumers of proper service and reasona- 
ble rates. Unfortunately, however, they 
have been largely converted from direct 
public agencies, to judicial bodies, and for 
the past ten years have assumed the func- 
tions of a court—to receive evidence in in- 
dividual cases and to decide according to 
the testimony presented by opposing: sides. 
With this shift of status, they are no long- 
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er the representatives of the public, and the 
oy side in service and rate questions 

s been largely neglected. The companies 
present their cases with great completeness 
and effectiveness, while the municipalities 
or consumers are usually handicapped by 
inadequate contact, insufficient experience, 
and lack of funds to present thoroughly 
the public side. This is especially true in 
rate cases which turn on valuations and 
rate of return—matters which have not 
been subjected to satisfactory administra- 
tive standards and cannot be adequately 
managed for the public when its paid Com- 
missioners have turned judges. 

“There was never the legislative inten- 
tion to create public utility courts where 
companies and the representatives of the 
public might be heard. On the contrary, 
the purpose was to create specialized pub- 
lic representatives whose positive function 
was to protect, promote and extend the 
public interest; to appear in the courts, 
where necessary, as public defenders, and 
not themselves to sit as judges of other 
public representatives. This transforma- 
tion has largely changed the system con- 
templated by law. There is no longer out- 
right public regulation by a legislative and 
administrative agency. The positive force 
of regulation in the public interest has 
largely disappeared, and we are back to the 
condition of private companies performing 
public functions without systematic public 
control.” 


HERE is no evidence, however, that 

there has been any change of atti- 
tude on the part of the Public Service 
Commissions towards handling the 
business which comes before them. The 
fact that they act in a quasi-judicial 
capacity is one of the outstanding dif- 
ferences between the old method of 
dealing with regulatory problems and 


the new. Nothing would be gained by 
making the Commissions ratepayer- 
partisan. The cases would\be simply 
transferred from the Commissions to 
the courts. If, on the one hand>the 
utilities are not to receive fair judicial 
treatment before the Commissions and, 
on the other, are to be censured for ap- 
pealing to the courts and charged with 
blocking regulation, they are not receiv- 
ing very much of a hand. 

Dr. Bauer also falls into a very com- 
mon fallacy of assuming that the rate- 
payers’ interest is the public interest. 
The ratepayers’ interest is as much a 
private interest as is the interest of the 
stockholders. The public interest is the 
interest of the people of the entire state. 
That interest is to secure an unrestrict- 
ed flow of utility service on reasonable 
terms, that is to say, at as low a rate as 
is consistent with good service. The 
ratepayers must neither be overcharged 
nor the utilities crippled. 

The present method of fair dealing 
has prevented many court appeals and 
has inspired confidence which has un- 
doubtedly accelerated the flow of capital 
into the utility field. Instead of being a 
black mark against regulation it is one 
of regulation’s most important achieve- 


ments. 
—D. L. 


Wary Nor Pusric OwnersHip AND OPERA- 
tion? By John Bauer. Proceedings of 
the Sixteenth Annual Convention of the 
International City Managers’ Association. 
Fort Worth, Texas. 198 pages. 1929 





Motor Trucks Cannot Replace Railroads ° 
in the Transportation of Freight 


HE recent growth and develop- 

ment of the automobile giant has 
led the unwary to assume that railroad 
mileage can readily be abandoned with- 
out depriving industries and communi- 
ties of transportation service. So states 
Professor James M. Herring of the 
Wharton School of Finance and Com- 
merce in a recent book on “The Prob- 
lem of Weak Railroads.” 


The author, however, concludes that 
while this might be true with respect to 
passenger service it would not be so in 
the case of transportation of freight. 
He says: 

“The conclusion to be drawn from a 
comparison of motor with rail transporta- 
tion is that although communities in which 
railroad mileage is abandoned need have no 
fears with regard to passenger transporta- 
tion, nor with regard to the transportation 


628 








d by 
yer- 
nply 
s to 

the 
icial 
and, 


with 
eiv- 


at 
cs) 


onl & 


- 








PUBLIC UTILITIES FORTNIGHTLY 


of less-than-carload freight for short dis- 
tances, they cannot expect from motor 
trucks a service similar to the carload 
service of railroads at rates which even 
approximate carload rates. Consequently, 
not many miles of railroad can be aban- 
doned without sacrificing the industries 
dependent upon them for transportation, 
since no industry paying truck rates can 
compete in a common market with indus- 
tries paying carload rates. 

“The Interstate Commerce Commission 
has consistently recognized the disparity 
existing between the costs of truck and rail 
transportation of carload freight, and has 
again and again denied applications for au- 
thority to abandon branch lines on the 
ground that the proposed abandonments 
would result in additional trucking costs, 
which would have a disastrous effect upon 
the industries served. Such applications 
have been denied not only in cases in which 
the proposed abandonment would necessi- 
tate the use of motor transportation over 
highways unfit for heavy traffic, but in 
cases in which the railroad has been paral- 
leled by a good state highway. The Com- 
mission has also been impressed with the 
fact that freight transportation on the 
highways is in a developmental stage, and 
that it is highly desirable to maintain 
present transportation facilities intact un- 
til other satisfactory means of transpor- 
tation are assured. 

“Abandonment, accordingly, is not the 
remedy for any considerable proportion of 


weak yy A study of the problems 
which the Commission faces in providi 
transportation facilities for all sections o 
the country forces the conclusion that prac- 
tically all of the railroad mileage of the 
United States will have to be preserved, 
and that only in individual cases may mile- 
age be abandoned without sacrificing im- 
portant industries and communities. Rail- 
roads are, and may be expected to remain, 
the ‘backbone’ of the transportation sys- 
tem. This is true not only in the sections 
of heaviest traffic, but in those of light 
traffic. How to maintain the railroads in 
territories which do not contribute suf- 
a traffic to sustain them is the prob- 
em. 


The question of abandonment, how- 
ever, is not to be determined wholly by 
the advantages of railroad services to 
the territory which the railroads touch. 
The question of the ability of the ship- 
pers to support the service and the 
financial condition of the railroad are 
also factors which must be taken into 
account. 


THe Proprem or Weak Rarroaps. By 
James M. Herring, Ph. D. Instructor in 
Geography and Industry, Wharton School 
of Finance and Commerce, University of 
Pennsylvania. The University of Penn- 
sylvania Press. 1929. 135 pages. $3.00. 





Other Articles Worth Reading 


Furnished by Herbert B. Dorau, Institute for Research in Land Economics 
and Public Utilities, Northwestern University 


Jrw Crow Bus Prostem 1n NortH Caro- 
ay The Argonaut; page 2. March 15, 


Survey or STaTe AERONAUTICAL LEGISLA- 
TIon, 1928-1929. By H J. Freeman. 
—— Review; pages 61-84. January, 


Soverzicn RicHTs AND RELATIONS IN THE 
Contro. AND Use or AMERICAN WATERS. 
By Ernest C. Carman. Southern Califor- 
nia Law Review; pages 152-172. Febru- 
ary, 1930. 


Arr Transport DevetopmMent 1n 1929. By 
Charles F. McReynolds. Aviation; pages 
318-322. February 15, 1930. 

A review of last year’s phenomenal 
growth and forecast of future progress. 


Crrricat Issues in Pusric Utiirry Recuta- 
TIon. Donald R. Richberg. Journal of 
Land & Public Utility Economics. Pages 
1-9. February, 1930. 


APPLICATION OF THE SHERMAN AND CLAYTON 
Acts to Hotptnc Companres ORGANIZED 
BY Parent Rarroap Corporations. Uni- 
versity of Pennsylvania Low Review; 
pages 652-658. March, 1930. 


Economics or Loap Burtptnc. By Oscar H. 
Fogg. Gas Age-Record; pages 303-304, 
. March 1, 1930. 


ELEcTRIFICATION OF ENGLAND. By Alfred S. 
Nichols. Stone & Webster Journal; pages 
283-295. March, 1930. 


Freicut Rate Frxep To Permit INTERCHANGE 
with Raw Lines. Bus Transportation; 
pages 147-148. March, 1930. 


Line Extension Rutes Prove Sounp. By 
Maynard Turner. Electrical World; pages 
493-94. March 8, 1930. 

Six years’ experience proves soundness 
of policy requiring customers to advance 
deficit incurred or prepay revenue during 
development period. 
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Gross AND Net EARNINGS FOR UNITED 
Srates RAILROADS FOR THE CALENDAR YEAR 
1929. Commercial & Financial Chronicle ; 
pages 1534-1543. March 8, 1930. 


Locicat Untr or Uturry Recuration Is THE 
Strate, Says Ittrnots Governor. Electrical 
World; page 393. February 22, 1930 


Mr. ARKWRIGHT PresENTS ASSOCIATION’S 
Case. By H. J. Struth. N.E. E. A. Bulle- 
tin; pages 69-75. February, 1930. 


Natura Gas Burtpinc A New INDUSTRIAL 
SovuTHwEst. American Gas Association 
Monthly; pages 100-103. March, 1930. 


Power Controt Breaks Down; THE Fau- 
URE OF THE FEepERAL Power CoMMISSION. 
By Laurence Todd. The Nation; pages 
289-290. March 12, 1930. 


Pusiic Utiritres Lecistation 1n 1929. By 
Orren C. Hormell. The American Political 


Science Review; pages 109-115. February, 
1930. 


Rate Funcrion or Feperat Court. Elec- 
trical World; pages 497-498. March 8, 
1930. (Excerpts from an article a ng 
E. Lilienthal in Harvard Law Review 
January, 1930.) 


a Atr ComMERCE—MeEpICAL. ARTI- 
ce V. By L. H. Bauer and H. J. Cooper. 
y Ve, reoma 520-522. March 15, 1930. 


RELATION OF Rate ADJUSTMENTS TO THE 
Votume or Service. Telephony; pages 17- 
18. March 1, 1930. 


Samuet INSULL ror CONTINUANCE OF BoLp, 
Oren Poricy. American Gas Association 
Monthly; pages 95-96. March, 1930. 


Sreconp Report or CoLoNEL BEHN BEFORE THE 
U. S. Senate Interstate Commerce Com- 
MITTEE. International Communications Re- 
view; pages 9-12. March, 1930. 


STRENGTHENING THE PosITION OF MUNICIPAL 
Power. The American City; page 125. 
March, 1930. 


SUMMARY OF THE Utiuities’ Case. N. E. L. 
a: pages 76-77, 117. February, 


Urimities 1n Recent FINANCIAL MARKETS. 
By Roy L. Reierson. Journal of Land and 
Public Utility Economics; pages 18-25. 
February, 1930. 


Wak IN THE Power Commission. By George 
Saule. The New Republic; pages 67-69. 
March 5, 1930. 


Wuen GoverNMENT Goes INTO BUSINESS. 
By Dr. Adolphe Johr. The Nation’s Busi- 
ness; pages 208-210. April, 1930. 


Way Nor Pusric OwNnersHIP AND OPERA- 
TIon? By John Bauer. Public Manage- 
ment; pages 198-205. March, 1930. 


SHortnc Up THE REGULATION oF ELECTRICAL 
Urmities. By Morris Llewellyn Cooke. 
Harvard Business Review; pages 316-328. 
April, 1930. 


Wuat Is Auneap oF Us? 
Mullaney. American Gas Association 
Monthly; pages 148-151. April, 1930. 


Sruwpiiciry 1n Service Extensions Buiips 

pwitt—I. By James E. McCaffrey. 

Electric Light and Power; pages 41-44. 
April, 1930. 


By Bernard J. 


PasapeENA Gets Low-Cost Power. By James 
N. Hatch. The American City; pages 
116-118. April, 1930. 


Save BUSINESS FROM POLITICIANS. 
pages 12-14. April 15, 1930. 


Recent TRENDS IN Motor Carrier ReGuia- 
TION. By John J. George. Bus Transpor- 
tation; pages 19 197. April, 1930. 

“My Dear Senator”—II. An appeal for 
government ownership. By Oswald Gar- 
rison Villard. The Nation; pages 416-417. 
April 9, 1930. 


Tue Muscte SHoats Lossy; How tHe Cy- 
ANAMID Company Has HoopwinKeEpD THE 
Farmer. The New Republic; pages 234- 
236. April 16, 1930. 


Tue Power Trust AND THE INDIANS. 
Nation; page 440. April 16, 1930. 


Battimore Rate Decision Sanctions Larc- 
ER Earnincs. Electric Railway Journal; 
No. 74; pages 75-77. February 1930. Unit- 
ed States Supreme Court approves 73 to 8 
per cent return on present fair value. 
Similar basis held to be proper for setting 
up depreciation. 


Forbes; 


The 


Buncets ror 1930 or Cuicaco Pusric Urii- 
Ties AGGREGATE $108,818,900. By Bernard 
J. Mull qe ki Commercial & Financial 
CoS 1880. o. 130; pages 534-535. Janu- 
ary 


Far Reacuinc Utirity Decision RENDERED 
BY SuprEME Court. American Gas Jour- 
nal; No. 132; pages 48-49. February, 1930. 
Requisite rate of return on capital, system 
of calculating valuation, and other rate 
features are decided. 


Past, Present, Future OF THE TELEPHONE. 
By Walter J. Gallon. Telephony; pages 
26-27, 32. February 8, 1930. Some inci- 
dents concerning service rendered in the 
later '90’s illustrating competition between 
bell and independent companies—evolution 
from local to commission control—address 
given at Minnesota Association Conven- 
tion. 
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As Seen from the Side-lines 





Wi Webster epitomized his 

eulogy of the Bay state with his 

famous, “Massachusetts, there she 

stands,” public utility regulation has 

hardly a matter of serious consequence. 
* ~ 

But Massachusetts stand on public 
utility regulation has been for many 
years since more than a mere conse- 
quence in the.national field. 

* * 

It is believed by many that that state 
is possessed of the most progressive 
law of regulation in the country. 

* x 

Catvin Coolidge wrote it. I happen 
to know that. He did it in the days of 
the Boston and Maine-New Haven 
wreckage, which was strewn all over 
the place, and the survey of which ele- 
vated Louis D. Brandeis, now Justice 
of the Supreme Court, and Joseph B. 
Eastman, now Interstate Commerce 
Commissioner, to prominence as deter- 
mined public servants. 

oe ad 

Mr. Coo.ipcE then was chairman of 
the Joint Committee on Railroads of 
the Massachusetts Legislature. He pre- 
sided over the hearings conducted by 
Brandeis and Eastman. He talked lit- 
tle; he listened much. Out of his com- 
mittee came the bill which is now the 
present law, since amended but basically 
the same. An airy member of the com- 
mittee got his name attached to it. Mr. 
Coolidge said nothing. But it was he 
who wrote it and put it through. 

* * 

In later years, that law has been the 
model adopted by several other states. 
Coming, as it did, on the morning after 
a wild spree by the railroad controllers, 
it was a pledge of future sobriety in 
such matters. 

* 2K 

Now there is talk of remaking the 

Massachusetts law; that is, not of re- 


vamping it but of adding an ell to the 
structure. This ell would be regula- 
tion of holding companies. 

* * 

WHILE a Massachusetts man, East- 
man, is before the House Interstate and 
Foreign Commerce Committee advocat- 
ing a law for supervision over the hold- 
ing corporations of railroads, the legis- 
lature of Massachusetts is engrossed by 
the pressure for similar state regula- 
tion of the holding corporations, trusts, 
and the like which acquire ownership in 
electrical and water-power companies. 

* * 

Mucus of the trouble in the Bay state 
started when a paper-power magnate 
bought up some of the most famous of 
New England’s newspapers. The New 
England Yankee prides himself of the 
independence of his public affairs. His 
public affairs include, in his mind, pub- 
lic office, public officials, the newspa- 
pers, and, sometimes, the church. So 
when a New England bible of popular 
information was acquired by the power 
magnate, there had to be something 
done to satisfy the New England Yan- 
kee that his pillars of independence 
weren’t going to be tossed entirely into 
Boston Harbor. 

* ok 

“INVESTIGATION” was the thing that 
was done. The practised lancing was 
performed by the legislature. Result: 
The paper-power magnate sold back the 
newspapers to their original owners, 
undefiled; the legislature found that 
millponds and managerial services were 
being capitalized in some instances, and 
a demand sprang up for inclusion of 
the holding corporations in the pub- 
lic utility laws along with the railroads, 
railways, and primary power com- 
panies. 

* * 

Tue fight is an indefinite one, as to 

time and result. Mr. John H. Fahey, 
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a, newspaper publisher for many years 
influential in the United States Cham- 
ber of Commerce, equips himself with 
a set of figures designed to show that 
the holding companies are milking the 
original units through the udder of 
“management services” and that the 
consumer is, as usual, paying for the 
milk. 
* * 

On the other hand, the Massachu- 
setts Department of Public Utilities 
asserts that no overwhelming or even 
reasonable reason exists for inclusion 
of the holding companies. 


* * 


Tue Department says it is interested 
only in compelling the companies to 
provide good service at reasonable rates 
which will ensure them a legitimate 
profit on the money actually invested. 
This service is provided by the primary 
company, the Department says. It 
claims free access to the primary com- 
pany and thus to all the information 
it needs to decide just rates. The in- 
formation so available embraces the 
vaunted “management services.” With 
that in its possession, information of 
more elaborate character on the affairs 
of the holding corporations is needless, 
according to the Department. 


AccorpinGcLy, Mr. Fahey devises a 
different route toward the same goal he 
seeks. There is a Blue Sky law in 
Massachusetts, he reminds them. The 
Blue Sky law regulates the sale of se- 
curities in that state. Holding corpora- 
tion securities are offered for sale there. 
And the Blue Sky regulations are en- 
forced by the Department of Public 
Utilities. 

* * 

So, why not get busy on that phase 
and, going the whole distance, now in- 
clude regulation of the corporations as 
public enterprises engaged in a really 
public service, he asks. 

* * 

It is to be presumed that the Massa- 
chusetts situation will enlist interest 
everywhere among the utilities and the 
regulators of them, as well as among 
theorists who watch the turn of all pub- 
lic developments. 

* « 

In this connection it can be assumed 
that the Massachusetts Department has 
great strength in its own state and that 
its wishes will be largely followed by 
the Legislature. 
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Facts Worth Noting 


Durinec 1929 there was a daily average of 64,173,144 
telephone calls in this country—or about one call to 
every two persons. 


* 


Less water power was developed in 1929 in the United 
States than in any of the last few years. 


> 


Tere are, in American homes today, 14,500,000 elec- 
tric flat-irons, 6,000,000 vacuum cleaners, and 1,500,000 
electric refrigerators. 


. 


To get the illumination now purchased from electric 
light companies for $2.10, our grandfathers would have 
had to spend $450 for candles. 
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The March of Events 





California 


Water Rate Reduction Prema- 
ture, Is Claim 


Annee in water rates of the municipal 
water company to encourage industries 
to locate in San Francisco would be prema- 
ture, according to a statement by Nelson A. 
Eckart, general manager of the company, as 
reported in the San Francisco Chronicle. He 
states that the city has not enough water to 
supply the industries after they would locate 
in the city. 

This statement was in response to sugges- 
tions that the city reduce its water rates to 
large consumers from 21.7 cents per hundred 


cubic feet to 7 cents, matching the rates in 
Los Angeles. It is pointed out that such a 
reduction would mean a refund of about 
$335,000 a year to approximately thirty firms 
at present located at San Francisco and this 
loss would not be offset until the new indus- 
tries to be attracted to the city. 

Mr. rt believes that the rates as they 
are at present afford an opportunity to re- 
habilitate the system and make desirable im- 
provements which would make it possible la- 
ter for the city to sell a large volume of wa- 
ter. Another barrier in the way of reduction 
of rates is said to be the operating ordinance 
which specifies there shall be no reduction for 
at least a year. 
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District of Columbia 


Limitation of Taxicabs 
Meets Opposition 


HERE has been pending in the Senate an 

amendment to the Public Utilities Com- 
mission Act which would give the Commis- 
sion power to prevent new companies from 
operating taxicabs without showing public ne- 
cessity. The Senate District Committee has 
conducted hearings on the bill. 

Richmond B. Keech, people’s counsel, ac- 
cording to the papers, has strenuously op- 
posed legislation which would limit the num- 
ber of taxicabs in the district, because he 
fears this legislation might stifle competition 
and might result in a serious situation from 
the standpoint of the public. 

“My attitude,” Mr. Keech explained, ac- 
cording to the Washington Star, “is that any 
person or company capable of and willing to 
obey reasonable regulations should be permit- 
ted to start taxicab service at any time. The 
more cabs we have the lower rates the public 
will get because of keen competition. There 
is absolutely no necessity for this amendment. 


It would be unfair to the public as well as 
to those who engage in the taxicab business.” 

The general manager of the Diamond Cab 
Company, it is reported, has petitioned the 
committee for legislation giving the Commis- 
sion regulatory power over cabs. He op- 
poses, however, the convenience and necessity 
clause of the proposed regulations, according 
to the Washington Times. In a letter for the 
company, which is a co-operative organiza- 
tion of more than 150 owners and drivers, he 
states : 

“Proper supervision of all cab drivers by 
one governing body would not only be a great 
asset to the community, but a great relief to 
the cab companies. 

“In our opinion, the Commission should be 
allowed to furnish a certificate of operation, 
not only as a protection to the general pub- 
lic, but also as a protection to legitimate op- 
erators. 

“However the requirements of such a cer- 
tificate should not be construed by the Com- 
mission as empowering them to limit the 
number of cabs, as this would stifle competi- 
tion and create monopolies.” 
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Georgia 


Revision of Columbus Gas 
Rates Asked 


HE Commission has been requested to re- 
vise the rates of the Columbus Electric 
& Power Company, in a petition signed by of- 
ficers and directors of the Junior Chamber of 
Commerce and members of the city commis- 


sion, city manager, clerk, and attorney, ac- 
cording to the columbus Led ger. 

The petition recites that there has not been 
a revision of rates in Columbus since 1920, 
when rates were raised in view of high prices 
during and following the World War. It is 
alleged that enormous profits are being made 
under the prevailing rates, which are approxi- 
mately $1.85 per thousand cubic feet of gas. 


Louisiana 


Improvement Costs May Bring 
Higher Fares 


MPOSED renewals and replacements in the 
street railway system of the New Orleans 
Public Service Incorporated may compel an 
increase in fares, says the New Orleans 
Times-Picayune. This possibility was hinted 
in a communication from A. B. Paterson, 
vice-president and general manager, to the 
commission council, which it is said was an 
inferential protest against a recent ordinance 
directing the curtailment of street car service 
and the substitution of trolley bus lines on 
certain streets. Mr. Paterson’s letter pointed 
specifically to the fact that recent city im- 
provements have enforced a total expenditure 
of $2,000,000 on the company for renewals 
and replacement of trackage and equipment 
which had not been completely utilized for 
operation. 
“The reports of New Orleans Public Serv- 
ice Incorporated to Commissioner 
Hall, transmitted by him to the council at 
the meeting, covering twelve months’ opera- 
tions ending February 28th, says the Times- 


Picayune, showed comparative decreases in 
the rate of earnings on investment and in- 
creases in the company’s capital structure as 
well as reflecting material decreases in operat- 
ing revenues of street cars incidental to the 
carmen ’s strike of last 

“A surplus of only $885 871.68 existed at 
the end of business February 28th, compared 
to a surplus of $1,407,005.32 on the same date 
in 1929, the reports showed. A net income 
for the last twelve months of $875,397.82 was 
shown from a gross income of $3,951,434.36 
from which $3,076,306.54 was taken to pro- 
vide for interest and income deductions. 

“The last twelve months showed an earning 
of 4.84 per cent on $81,697,067.96 set up as a 
trate base compared with 6.02 per cent earn- 
ings on $80,515,776.13 as a rate base for the 
twelve months ending February 28, 1929. 

“In the street railways department of the 
company the operating revenue for the last 
twelve months showed a decrease, according 
to the company’s report to Mr. Hall, of 
$2,292,798.09, an operating revenue of $4,716,- 
610.80 being shown in comparison to $7,009,- 
408.89 as the operating revenue for the twelve 
months ending February 28, 1929.” 
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Maryland 


Truck Operators Protest 
New Franchises 


NDEPENDENT truck operators representing 
I a large part of the lower Delmarva pen- 
insula, says the Baltimore Sun, have urged 
the traffic and transportation committee of the 
Salisbury-Wicomico Chamber of Commerce 
to intervene for them May 20th at the hear- 
ing before the Commission in a protest 


against granting franchises to two big truck- 
ing companies to enter the area. 

The Baltimore Transfer Company and Pen- 
insula Truck Express have asked for permis- 
sion to operate there. Spokesmen for the in- 
dependent truckers contend that the communi- 
ties are satisfied with present service, that 
the equipment is adequate for any emergency, 
and that granting the franchises would split 
revenues and ultimately cause a crowding out 
of present small lines. 
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Massachusetts 


Hearings Held on Special Com- 
mission Recommendations 


EARINGS on the recommendations of the 

special commission which last year stud- 
ied the control and conduct of public utilities 
commenced before the legislative committee 
on power and light on April 8th. 

These recommendations covered such mat- 
ters as Commission control of holding com- 
panies, establishment of municipal lighting 
plants, and service charges. 

Charges were made before the committee 
that capital had been inflated in excess of the 
amount of money the stockholders put into 
the property, and that this had resulted from 
the purchase of local light and gas companies 
by the group of holding companies which the 
special legislative commission reports have 
now obtained control of many of the operat- 
ing utilities in the state. This, it was as- 
serted, permitted the companies to charge ex- 
cessive rates. The opinion was expressed by 
one speaker that a single holding company 
would dominate the entire electric light and 
power business of the state. The holding com- 
pany principle was characterized as a “mod- 
ern Caesar.” 


Sheldon E. Wardwell, representing the 


Massachusetts Gas and Electric Association, 
maintained that the Commission now has am- 
ple authority to regulate rates and capital ex- 
penditures. In deference to the opinion of 
the special commission, however, says 
Boston Herald, he had no objection to per- 
mitting the control of contracts as outlined in 
proposed bills, if the control is confined to 
contracts between affiliated companies. He 
asserted that in some respects the proposed 
legislation goes beyond the necessities of the 
situation in question and deals with contrac- 
tual relations where the parties are not affili- 
ated. Public service corporation property was 
declared to be private, and any management 
going beyond the necessities of regulation was 
termed illegal. 

Legislation to permit cities and towns to go 
into business in competition with public utili- 
ties in the event that the utilities refused to 
accept state regulation was recommended by 
several speakers, says the Boston Transcript. 
Representative Leo M. Birmingham, the sole 
dissenter from the report prepared by the 
Agen commission, said that the only weapon 
that might effectively be used to compel fair 
dealing and equitable rates would be to per- 
mit the operation of competitive municipal 
plants. He attacked the Commission for not 
compelling reductions on its own initiative. 
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Michigan 
raise the rate substantially for consumers of 
3,000 feet or less.” 


The Commission has contended that reduc- 
tions in price should start with the average 


Lower Rate Plea Brings Higher 
Rate Threat 


ya the Commission resumed hearings 
on the plea of several communities for 
lower gas rates on April 10th, a proposal was 
made by the Michigan Federated Utilities 
Company that gas rates for small users be 
increased rather than decreased in Mt. Clem- 
ens and the area served by the utility. It 
was testified that present rates are yielding 
only 4.6 per cent. The Detroit News says: 
“The company seeks 8 per cent. He advo- 
cated a base rate of $1 for the first hundred 
cubic feet of gas, with a rate of $1.55 per 
hundred cubic feet for the next 2,900 feet 
and 90 cents per thousand over 3,000 feet. 
The present temporary rate for small users 
is $1.60 per thousand cubic feet. While the 
company’s proposed schedule would benefit 
large users and sets forth a rate of $1.55 per 
thousand, compared with the present $1.60 
for small users, the additional $1 small users 
would have to pay for the first 100 feet would 


home owner. The Detroit Free Press in- 
forms us: 

“J. P. Pettingill, the Commission’s engineer, 
charged on the stand today that the company 
has failed to keep the gas pressure within the 
limits prescribed by the Commission and that 
the gas on several tests showed either too few 
or too many heat units. He said this service 
is not satisfactory and that rates should be 
commensurate with the service rendered. 
Phillip Potter, also a member of the Com- 
mission’s staff, testified that his audit of the 
company’s books revealed its statement shows 
an investment of $300,000 more than has ac- 
tually been spent.” 

Representatives of the company testified 
that the schedule proposed by them would en- 
courage householders to use more gas, thence 
obtaining a substantial saving, and that the 
return would allow the company a fair profit 
from its business. 
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Minnesota 


Court Action Looms over 
Minneapolis Gas Rates 


An a long period of negotiation, with 
proposals of new gas rates and counter 
proposals being submitted by the city of Min- 
neapolis and the Minneapolis Gas Light Com- 
pany, the city council on April 16th passed a 
new rate ordinance, designed to yield the com- 
pany $200,000 a year more than it has been 
receiving under the present flat rate of 89 
cents per thousand cubic feet. The rates es- 
tablished, it has been indicated, would be con- 
tested in court. 

The company for some time has been urg- 
ing the adoption of a block rate schedule 
which would encourage a greater use of its 
product, and the city has conceded that this 
would be a proper type of rate, although the 
figures could not be agreed upon. The Min- 
neapolis Evening Tribune says in regard to 
the rates: 

“The rates proposed by the company pro- 
pose a minimum charge of $1 which would 
include 300 cubic feet of gas, and for the 
next 2,700 cubic feet a rate of 80 cents per 
thousand cubic feet; for the next 197,000 
cubic feet, a rate of 70 cents per thousand 


cubic feet, and finally a rate of 68 cents per 
thousand cubic feet of gas for all over 200,- 
000 cubic feet of gas. 

“Compared with the rates proposed by the 
company in March the compromise schedule 
shows substantial reductions. The schedule 
submitted in March was as follows: Mini- 
mum charge, including 300 cubic feet of gas, 
$1. For the next 2,700 cubic feet of gas, a 
rate of 85 cents per thousand cubic feet; for 
the next 47,000 cubic feet, a rate of 77 cents 

r thousand; for the next 150,000, a rate of 

2 cents per thousand, and for everything 
over 200,000 cubic feet, a rate of 68 cents 
per thousand cubic feet.” 

Under the rate adopted by the council, con- 
sumers would pay a minimum charge of $1 
on all quantities up to 600 cubic feet. Over 
that amount there would be a meter rate 
a. y from 80 cents down to 74 cents. 

e outstanding question which would have 
to be decided by the court is the value of the 
gas plant. The company has insisted upon 
a valuation of $19,000,000 while the highest 
concession offered by the city has been $14,- 
666,000, although it has been pointed out that 
adoption of the new rate ordinance would 
not compel the city to accept such a valuation 
in court proceedings. 
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Missouri 


Van Sweringens Want Control 
of Missouri Pacific 


Faye meee by the Commission of the pur- 
chase of practical working control of the 
Missouri Pacific Railroad Company by O. P. 
and M. J. Van Sweringen of Cleveland is 
sought in a petition filed on April 10th. The 


holding company is the Allegheny Corpora- 
tion of Cleveland, a Maryland rporation. 
This is said to be the latest known develop- 
ment in moves by the Van Sweringens to 
complete formation of a transcontinental rail- 
road system. We read in the St. Louis Post 
Dispatch: 

“While representatives of the Van Swer- 
ingens and the holding company are said to 
have negotiated purchase of approximately 53 

r cent of the voting stock of the Missouri 
Pacific with the intention of transferring it 
to the holding company, legal ownership of 
the stock cannot pass to the holding company, 
under Missouri law, until the Commission 
sanctions the transfer, though its right to do 
so never has been upheld in the courts. The 
Missouri Pacific is a Missouri corporation 
and subject to jurisdiction of the Missouri 
Commission. 


“Once authorized by the Commission, the 
transfer of control could not be affected by 
any later Federal legislation concerning rail 
mergers and holding companies, such as now 
being advocated in Congress, as such laws 
could not be given retroactive effect. Once 
the authority was obtained from the Missouri 
Commission, the holding company would not 
be subject to any regulation by the Missouri 
Commission. 

“So far no open opposition to the applica- 
tion has developed. lf no opponents inter- 
vene in the hearing, the application likely 
will be granted by default, in effect, as the 
only evidence would be offered by the hold- 
ing company’s representatives. 

“The Interstate Commerce Commission 
will not be represented, it is understood, as it 
has no jurisdiction in the matter. The In- 
terstate Commerce Commission would have 
jurisdiction over a stock transfer of this na- 
ture only when the stock of a railroad was 
being acquired by another railroad company. 
Opposition to the Van Sweringen method of 
assembling a large railroad system, other than 
through the Interstate Commerce Commis- 
sion, has been objected to by at least one 
member of the Interstate Commerce Commis- 
sion, before Congressional committees.” 
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New Hampshire 


General Study of Rates Being 
Made by Commission 


COMPLETE study of the rate situation in 

New Hampshire is being made by the 
Commission. This is made possible by an in- 
creased appropriation for the work of the 
Commission. In the past, because of limited 
appropriations, it has been impossible to make 
a study of the general utility rate situation, 
says the Manchester Union. 

A complete file of reports by the various 
utilities is available for the investigation and 
the Commission has secured the services of 
Samuel H. Mildram, consulting engineer, 
who, it is said, has already completed pre- 
liminary details and expects to have a report 
with recommendations in the hands of the 
state officials early in May. The utility re- 
ports have been filed in accordance with the 
public utility laws. The Union states: 

“Reports filed by the 38 electric utilities 
show a total plant valuation of $81,628,793, 
and a gross income by these same companies 
of $6,046,581. Taking these two figures as a 
basis for arriving at the average return, the 
earnings are approximately 74 per cent. A 


closer study of individual companies, how- 
ever, reveals the fact that while some showed 
deficits at the end of the year, one earned as 
high as 34 per cent. 

“The reports of the same 38 companies 
show the following totals, which are inter- 
esting : 

Stock outstanding $39,932,525 

eb 39,27 


Open accounts 
Depreciation 
Surplus 
Dividends 


Interest 2,144,741 


“There are two other items which were 
more or less outstanding in last year’s report 
and which are likely to be inspected quite 
closely by both the expert and the Commis- 
sion. They relate to the money paid out by 
electric companies for engineering and man- 
agement fees. 

“In the case of the latter, good sized sums 
are returned to the holding companies. The 
reports disclose that in 1929, a total of $233,- 
034 went for management fees, while $42,925 


was paid for engineering fees. 
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New Jersey 


tant the public has to face. 
got to be faced courageously. Too many 


Higher Fares Proposed during 
Rush Hours 


HE suggestion was made by Thomas N. 
McCarter, president of Public Service 
Corporation, at a hearing on fares April 17th, 
that a 10-cent fare for rush hours would be 
one solution of the rate question. This was 
not a formal recommendation however, it is 


This hearing was the first of what may be- 
come a long-drawn out series of hearings on 
token fares, says the Newark Ledger. The 
case was adjourned to May 22nd, in order to 
give municipalities opposing higher fares an 
opportunity to prepare their case. 

Mr. McCarter told of the losses the Pub- 
lic Service Co-ordinated Transport had sus- 
tained for years, while allied companies had 
been showing good profits from their opera- 
tion. He is quoted in the Hoboken Observer: 

“The local transportation problem in the 
state is to our mind, one of the most impor- 


It is one that 


has 

people are inclined to say that this fare mat- 
ter is one that affects only the company. I 
do not agree with that. 

“I think it affects every man, woman, and 
child, in New Jersey. I think it affects every 
merchant in the state. I think, unless it is 
corrected, it will ultimately affect the value of 
our taxable B copes 

“I think that, unless this company can be 
placed where it can function, it certainly can- 
not continue to invest six million dollars a 
year upon which it will get nothing. This 
is in addition to the $50,000,000 that it has 
invested already in the co-ordinated transport. 
If this continues, its service must break down. 

“If local transportation service does not 
progress, the community will break down.” 

The other side of the controversy will be 
presented when hearings are resumed. There 
has been strenuous opposition to the higher 
fares, and many eee have gone on 
record as opposing them. 
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New 


New Legislation 


FTER the smoke of battle in the assembly 

and the senate cleared away and the 
legislature adjourned on April 12th, it was 
found that part of the public utility program 
recommended by the special commission had 
failed of passage or had been radically 
changed by amendment. The bills which sur- 
vived in the legislature went to the governor, 
where several of them met defeat. 

Senator James F. Knight, in a brief filed 
with the governor when the bills were be- 
fore him for consideration, pointed out that 
thirty-nine bills were included in the series, 
and that of these thirty-eight had passed the 
senate, thirty by unanimous vote, while thirty- 
four were approved by the assembly. 

One of the outstanding bills which came 
before the governor and received his veto 
was one providing for a people’s counsel to 
be attached to the attorney general’s office, 
and charged with the duty of representing 
the public in proceedings before the Commis- 
sion. The governor, in vetoing this bill, re- 
affirmed his position that the Commission 
does not have judicial functions but itself 
should be the prosecutor in public utility pro- 
ceedings. Another important bill which was 
vetoed provided for a state-wide valuation 
of the utilities. 


York 


Among the bills which did not survive in 
the legislature was one for regulation of 
water companies and another providing for 
regulation of the practice of submetering 
electric light to tenants of large buildings, 
an extensive business in New York City. 

Included in the bills passed and approved 
by the governor was legislation to close up 
certain gaps in the Commission control over 
the acquisition of stock in the operating com- 
panies under its jurisdiction, and to give leg- 
islative sanction to the Commission’s prac- 
tice of not consenting to such acquisitions 
unless they are shown to be in the public in- 
terest. 

Another group makes certain . minor 
changes in the Commission’s control over the 
financing operations of utility. Still another 
group of bills places the burden of proof on 
a corporation to justify the account in which 
an item is entered when it is questioned by 
the Commission at a hearing. 

A bill was approved providing new regula- 
tory power for the Commission over holding 
companies as well as over transactions be- 
tween operating utilities and affiliated service 
and supply companies. Another would give 
the Commission power to compel disclosure 
of the identities of persons holding a sub- 
stantial interest in the voting stock of cor- 
porations under its jurisdiction. 


=e 
Ohio 


Book Value Favored by 
Telephone Company 


T= Ohio Bell pata Company in final 
arguments before the Commission, says 
the Columbus Dispatch, has urged that its 
rates be based on a book value which is set 
at $107,000,000 as of June 30, 1925. The 
state, on the other hand, seeks to have the 


grepety valued on a reproduction cost basis. 
e state, according to reports, contends that 
the reproduction cost would not exceed 
This rate investigation has been going on 
since 1925. The company has been collecting 
higher rates during this period under bond 
to guarantee a refund if its contentions are 
not established. Briefs have been -_ by 
both sides in the controversy. 
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Oklahoma 


Oklahoma City Wants 
Cheaper Gas 


tt hope of cheaper gas from the lines of 
A the Oklahoma Natural Gas Company for 
the present, says the Oklahoma Oklahoman, 
was abandoned by city officials early in April 
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when a communication from the company de- 
claring that rate reductions now would be 
economically unsound was made public. A 
“cheaper gas committee” has been bidding for 
offers from companies with holdings as great 
or greater than the Oklahoma Natural, it is 
reported. But according to latest reports they 
had not succeeded. 





PUBLIC UTILITIES FORTNIGHTLY 


Competition for a franchise in Oklahoma, 
says the Oklahoman, is narrowed to three 
proposals : 

“1. Acceptance of a gate rate offer from 
the Pioneer Gas Company, or the Industrial 
Gas Company with the city operating the dis- 
tributing plant. 


“2. Domestic gas at a little more than 43 
cents, supplied by the Pioneer, under an ex- 
clusive franchise. The charge to be 80 cents 
for the first 1,000 cubic feet. 

“3. A rate not to exceed 45 cents, with a 
franchise, not exclusive, for the Industrial 
Company.” 


= 


Pennsylvania 


Water Rate Case in Hands 
of Commission 


HE Commission on April 15th took under 

advisement the water rate case of the 
Scranton-Spring Brook Water Service Com- 
pany. Final arguments were completed on 
that date. The controversy has been pending 
since July 9, 1928, when higher rates were 
proposed by the company. After opposition 
by a large number of customers and munic- 
ipalities developed about a year ago a tempo- 
rary rate increase was authorized by the Com- 
mission. This led to open rebellion by water 


consumers against the rates. Many refused 
to pay their bills, shut-off men were inter- 
fered with, mass meetings were held, and 
suits were started in court by the company 
to collect its revenues. 

A valuation of not more than $23,000,000 
is insisted upon by the municipalities, while 
the company insists upon a valuation of 

000,000. Attorney John R. Geyer, appear- 
ing for ratepayers, asserted that the old rate 
produced a return of 12 per cent on the 
$23,000,000 valuation, and he told the Com- 
mission that unless they found a valuation in 
excess of $35,000,000 the old rate would still 
produce a fair and legal return. 
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Rhode Island 


Taxicab Regulation Bill Passed 
by Legislature 


A* act to regulate the operation of taxi- 
cabs in Rhode Island and to place them 
under the jurisdiction of the Commission was 


passed on April 15th by the Senate. It had 
previously secured the approval of the House. 
The Providence News-Tribune reports: 

“The bill was championed by Senator Har- 
ty T. Bodwell, Republican, of Cranston, who 
said that it would regulate the operation of 
taxicabs and would provide a protection for 
the riding public. 

“Senator Robert E. Quinn, Democrat, of 
West Warwick, said that while he was not 
opposed to the act he wanted further time to 
study its provisions. He said that the act in 
his opinion would give no protection to the 
public and was simply a subsidy for the Unit- 
ed Electric Railways. ‘It gives the Public 
Utilities Commission more power and they 
have already too much power at the present 
time. It creates a monopoly and that means 


that the public will have to pay increased taxi- 
cab rates,’ said Senator Quinn.” 


7 


Bill to Punish Tampering 
with Meters 


ee. House, on April 17th, approved a 
measure making a tampered gas or elec- 
tric meter presumptive evidence of the cus- 
tomer’s intent to defraud the poses | company. 
The act carries a maximum ty of $500 
and a 30-day jail sentence for em ae” 

The measure was assailed on the ground 
that it is unconstitutional in that it requires 
persons charged with tampering with prop- 
erty of the utility companies to prove their 
innocence rather than placing the burden of 
proof on the companies. This bill was intro- 
duced to give the utilities protection against 
thefts of gas or electricity. 

An amendment to the bill for the purpose 
of abolishing the 50-cent monthly service 
charge was voted down. 


e 
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Virginia 


Pilots Want Higher Rates 


HE Virginia Pilot Association has asked 

the State Corporation Commission to ap- 
prove an increase in pilotage rates by approxi- 
mately 16 per cent. The Hampton Roads 
Maritime Exchange has adopted a resolution 
recommending that the request be not al- 
lowed. The exchange takes the position that 
the rates of pilotage now in force in Vir- 
ginia are fair and ought to provide a suffi- 
cient revenue, if properly managed, to enable 
the association to carry on its business, and 
to pay to the individual pilots making up the 
association a fair amount for the compensa- 


tion. The Baltimore Sus comments in part: 

“Captain W. R. Boutwell, president of the 
Virginia Pilot Association, said tonight that 
the increase sought would only put the asso- 
ciation rates back to a pre-war level. In the 
petition filed with the State Corporation Com- 
mission, it is stated that the present rates are 
on the same level as in 1908, while the cost of 
living has increased more than 100 per cent. 

“The petition sets forth also that the asso- 
ciation is in need of additional revenue in 
order to take care of the building of a new 
$175,000 pilot boat to replace the old Relief, 
which has been in service at Cape Henry for 
more than forty years.” 





The Latest Utility Rulings 


ALABAMA SuprREME Court: Wiegand v. 
Alabama Power Co. The refusal of an 
electric company to connect its service with 
certain houses, because its requirement of a 
certain type of switch had not satisfied, was 
held to be justified in a proceeding com- 
menced by an electrical contractor to compel 
the rendition of such service. The court said 
that the Commission could enact rules re- 


garding service standards, but in the absence 
of such action by the Commission, there was 
no legal objection to the adoption and en- 
forcement by the utility of reasonable rules 


and regulations on the same subject. (Re- 


viewed in this issue.) 


CALIFORNIA SupremMe Court: Re Regula- 
tion of. Santa Fe Springs Gas Fields. A law 
relating to the regulation and conservation of 
oil and natural gas resources was held to be 
constitutional. (Reviewed in this issue.) 


Itt1nois Commission: Re Chicago Motor 
Coach Co. The Chicago Street Railway 
Company was given authority to succeed the 
Chicago Motor Coach Company in furnish- 
ing bus transportation on the West side of 
Chicago. (Reviewed in this issue.) 


InpIANA Commission: Re Central In- 
diana Power Co. A proposed merger involv- 
ing utility property in the amount of $70,- 
000,000, including gas, electric, street rail- 
ways, busses, and light utilities, was denied 
as being opposed to public interest. (Re- 
viewed in this issue.) 


Marytanp Commission: Re Tidewater 
Toll Properties, Inc. An application of a toll 
bridge company for authority to issue cer- 
tain securities was denied because the Com- 
mission was of the opinion that the proposed 
plan of financing was unsound and gave the 
purchasers of the securities too little cor- 
porate control in view of their investments. 


The dismissal was made without prejudice to 
the right of the company to file a similar 
application at a later date, provided the ob- 
jectionable features were eliminated and Fed- 
eral authority could be secured for the con- 
struction of the bridge, which happened to 
be over a navigable stream. 


Missourt Commission: Re United Tele- 
phone Co. Application for authority for the 
transfer of property, rights, and assets of the 
Midwest Telephone Company to the United 
Telephone Company involving also the pur- 
chase by the United Company of exchanges 
in Rolla, Salem, Pilot Grove, Clifton City, 
Pleasant Green, and Calhoun, Missouri, was 
approved. . The mission questioned the 
prices paid for the properties and ruled that 
such purchase prices should have no future 
bearing on the value of the properties for 
rate-making purposes or for purposes of 
issuing securities. 


Missourrt Commission: Re Ward-Way, 
Inc. A motion of an interstate bus carrier to 
suspend operations temporarily was dismissed 
by the Missouri Commission for lack of ju- 
risdiction. The Commission said that since 
it had no authority to authorize jnterstate 
operations, a fortiori it had no authority to 
authorize the abandonment of such interstate 
operations. 


Missourt Commission: Maryville Electric 
Light & Power Co. v. Ewing. An electric 
utility was given authority to remove a dis- 
criminatory rate preference to four rural 
consumers and to increase their rates so as 
to conform with the general rate level for 
such service. 


NepsrasKa ComMMIssion: Re Lincoln Tele- 
phone & Telegraph Co. Authority was given 
to revise rates for rural telephone service on 
the Saxonville Exchange. 
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New HampsHire Commission: Re Ver- 
mont Hydro-Electric Corp. Notwithstand- 
ing the avowed policy of the state to dis- 
courage the acquisition and local operation of 
utility properties by foreign corporations, the 
Vermont Hydro-Electric Corporation was 
authorized by the New Hampshire Commis- 
sion to acquire electric properties of three 
small local utilities where it appeared that 
the transaction was but a step in the ulti- 
mate consolidation of such properties under 
the control of a single local utility company. 


New Hampsuire Commission: Re Graf- 
ton Power Co. The Grafton Power Com- 
pany generating energy in large quantities 
principally for wholesaling to other utilities 
and municipalities within the confines of the 
state was authorized by the Commission to 
construct transmission lines across the state 
lines, where such development appeared to be 
in the interest of the public, and where proper 
precautions were taken to assure a domestic 
supply at reasonable rates before the ex- 
portation of power was permitted. 


New Hamepsuire Supreme Court: State 
v. Berlin Street Railway. A statute exempt- 
ing from taxation street railways unable to 
earn operating expenses was declared to be 
constitutional. (Reviewed in this issue.) 


New Jersey Court or Errors anp Ap- 
PEALS: Public Utility Commissioners v. Le- 
high Valley Railroad Co. An action by the 
New Jersey Commission suing in the name 
of the state of New Jersey against a railroad 
to compel compliance with its orders rela- 
tive to grade crossings was sustained, and a 
judgment for penalty in the amount of $2,000 
for twenty days was imposed upon the car- 
rier for noncompliance. 


New York Pustic Service ComMMIssION: 
Re New York Telephone Co. Rates pro- 
posed by the company, following a Federal 
court injunction against rates fixed by the 
Commission, were reduced by an order en- 
tered May Ist, effective June Ist. The new 
rates are lower than temporary rates ordered 
on February Ist, and increase the differences 
between business and residence rates. The 
Commission rejected contentions that there 
should be a reorganization of the depreciation 
accounting system; that New York city 
should be segregated for rate making; and 
that lower copper prices should be recognized 
by a $7,800,000 cut in value. The amount in 
the depreciation reserve as an indication of 
the depreciation was deducted. The business 
slump as a revenue decreasing factor was dis- 
counted. “False and misleading statements” 
alleging that regulation of telephone rates 
had broken down and that the Federal courts 
had superseded the Commission were refuted. 
The Commission believed the new rates 
would produce a return of 7 per cent on the 
lowered rate base. 


New Yorx Transit Commission: Re In- 
terborough Rapid Transit Co. The Rapid 
Transit Company was given authority to is- 
sue and dispose of 878, face amount 
of first and refunding mortgage 5 per cent 
gold bonds. The com zee asked for au- 
thority to dispose of $6,490,842 worth of the 
same securities. 


PENNSYLVANIA Commission: Re Safe 
Harbor Water Power Corp. In giving its 
approval to the construction of a hydro- 
electric dam across the Susquehanna river, 
known as the Safe Harbor Hydro-Electric 
Project, the Public Service Commission 
ruled that it had no jurisdiction in deter- 
mining whether or not a roadway across the 
dam for vehicular and pedestrian traffic over 
the Susquehanna river should be included in 
the plans. 


PENNSYLVANIA Commission: Re Pennsyl- 
vania General Transit Co. The Commission 
denied the application of a subsidiary of a 
railroad a supplement and extend 
the service of the rail carrier by means of 
motor operations where the same would 
create competition with existing carriers. 


PENNSYLVANIA COMMISSION: Paxson v. 
Philadelphia Suburban Counties Gas & Elec- 
tric Co. The Commission declined to take 
jurisdiction of a complaint by certain elec- 
tric consumers against a utility for alleged 
failure to refund money paid by them towards 
the erection of service lines, in view of an 
outstanding contract existing between such 
consumers and the utility. 


WIsconsiIn COMMISSION: 
Telephone Co. 


Re Wisconsin 
Authority was given for in- 
creased rates at the Pewaukee exchange and 
the Sheboygan Falls exchange of the Wis- 
consin Telephone Company. 


Wisconsin Commission: Re Wisconsin- 
Michigan Power Co. The Commission, while 
approving of an application of a street rail- 
way operator to discontinue operation in the 
city of Appleton and to substitute therefor 
urban bus service, declined to take any action 
= the same because of its lack of juris- 

iction. 


Wisconsin Commission: Re Dekorra 
Farmers Mutual Telephone Co. A telephone 
company discontinuing service over a portion 
of a line which had been in use for ten years, 
allowing a competitor to use part of its equip- 
ment without compensation, and an electric 
company to tear down poles and wires, was 
held to have abandoned such line and a sud- 
den recent attempt of the telephone com- 
pany to rehabilitate the same was held to be 
a new extension of service requiring the con- 
sent of the State Commission. 
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Another Knot in Chicago’s Traction Tangle 


“In agin—out agin, 
Gone agin—Finnegin.” 


HICAGO has witnessed another 
. round in the battle for the 

right to render transportation 
service on the West Side. This fight 
has been going on for three years 
and continues unabated. The whole 
problem can be summed up in two 
questions. Who is going to furnish 
service in West Chicago? How is it 
to be served, by street cars or busses? 
Every time it seems that the problem 
is about settled, something else turns 
up to upset the entire mess and Chi- 
cago citizens are wondering if the end 
will ever come. 

The trouble started with the resi- 
dential development of certain sec- 
tions of northwest Chicago, creating 
a demand for more transportation. 
Two parties were immediately inter- 
ested in the furnishing of the service 
—the Chicago Motor Coach Company 
and the Chicago Railways Company. 
The street railway company was al- 
ready in the field and the coach com- 
pany wanted to get into it. 

On January 26, 1928, the Illinois 
Commission issued an order directing 
the street railway company to extend 
its service through the section in 
question by installing motor lines. 
Immediately, the corporation counsel 
of Chicago objected. It seems the 
railway’s franchise had already ex- 
pired and there was a doubt as to the 
power of the utility to engage in 


motor operation under its charter. 
Also, there was some opposition to the 
type of service the street railway pro- 
posed to install. All in all, the Illinois 
Commission decided to call its former 
order off and issued an order Septem- 
ber, 1928, revoking and annulling the 
order of the preceding January. This 
left the field open again. 

Next the Chicago Motor Coach 
Company appeared in the picture. It 
offered an entire motorized service 
operating over new routes to the cen- 
ter of the city by way of the least con- 
gested streets, thereby affording, so it 
said, a new and independent artery 
of transportation. This, it was in- 
sisted, had the advantage over service 
by the traction companies in that the 
latter proposed only a “feeder bus” 
system to its rail lines—“feeding” 
more people by bus to traction lines 
already overcrowded. 

All this sounded plausible to the 
Illinois Commission which, on October 
2, 1928, gave the coach company the 
sign to go ahead. This company went 
ahead and in March, 1930, was carry- 
ing approximately 28,000 passengers 
per day over the routes covered by 
the order issued on October 2, 1928. 

In the meantime, however, the rail- 
way company had taken the Commis- 
sion’s order to court and the circuit 
court of Cook county declared that 
the Commission had no right to make 
its own order. The Commission had 
originally done this on the theory that 
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it did not have jurisdiction to com- 
pel the street car company to install 
busses, especially when it did not ap- 
pear to have a franchise from the city 
to do so. This position was un- 
founded, according to the decision of 
the Cook county court, which decision 
was substantially affirmed in October, 
1929, by the supreme court of the 
state. 

Now what have we? A street car 
company wrongfully deprived of its 
authority to operate busses and a bus 
company actually operating under 
color of a Commission order to the 
tune of 28,000 passengers a day— 
that was the situation when the IIli- 
nois Commission issued its most re- 
cent order which put the coach com- 
pany out of the field and put the street 
railway back in. 

This order, issued March 6, 1930, 


with some minor modifications on 
March 13, 1930, ousts the coach com- 
pany and directs the street railway to 
take over the bus operation as soon 
as possible. In order to avoid a cha- 
otic condition that would be caused by 
the abrupt cessation of the coach 
company’s service, the latter is per- 
mitted to continue temporary opera- 
tions until the street railway com- 
pany’s busses are ready to engage in 
actual operation. 

And still there is rumor of a possi- 
ble review of the supreme court’s de- 
cision on the Cook county court 
decree. One more upset and the 
coach company will go back in the 
saddle and the railway company will 
be out again. This seems scarcely 
likely. However, the matter has been 
back and forth so often that Chicago 
riders are ready to expect anything. 


e 


A Gigantic Hoosier Merger Is Denied 


O™ of the largest recently pro- 
posed mergers, involving prop- 
erties in the alleged amount of $70,- 
000,000, including gas, electric, street 
railway, bus, heat, and light utilities, 
was denied April 18th by the Indiana 
Commission as being opposed to the 
public interest. 

Immediately following the order of 
the Commission two insolvency suits 
were filed by creditors in state and 
Federal courts against two street 
railway companies interested in the 
attempted consolidation. The utili- 
ties involved render service over an 
area embracing thirty-eight counties 
and two hundred and seventy-one 
municipalities, affecting approximate- 


ly two-thirds of Indiana’s population. 

A motion to dismiss for lack of 
jurisdiction was over-ruled by the 
Commission by a three-to-two vote, 
Commissioners Singleton and MclIn- 
tosh supporting the motion. The rul- 
ing denying the petition on its merits 
was unanimous. The order contained 
the following findings : 


“That the earnings of the merged 
property will not adequately provide 
for operating expenses, including de- 
preciation and taxes, and interest, 
amortization, and dividend require- 
ments, which would result from the 
proposed structure of stock and 

nds. 

“That the proposed merger is not 
in the public interest. 
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“That the prayer of the amended 
petition in this cause, filed Nov. 29, 
1929, be and it is denied. 

“It is further ordered that the peti- 
tioners pay into the treasury of the 
state of Indiana through the secretary 
of this Commission, within twenty 
days from the date of this order, the 
sum of $64,119.42, being expenses in- 
curred by the Commission in connec- 
tion with its investigation of this 
cause, and the further sum of $35.16, 
being expenses incurred by the Com- 


mission in making publication of 

legal notice of hearing in this cause.” 

The national significance of the 
decision appears to lie in the apparent 
policy of the Indiana Commission to 
limit mergers of utility properties so 
as to protect the investing public, as 
well as the ratepayers, by refusing to 
sanction any corporate structure the 
financial soundness of which is ques- 
tionable. 


= 


The Conservation of Gas and Oil in California 
Is Sustained 


HE supreme court of the state of 

California has at last handed 
down the long awaited decision on 
the constitutionality of the California 
law relating to oil and natural gas 
operations. The statute provides for 
the supervision of the drilling opera- 
tions, maintenance, and abandonment 
of petroleum or gas so as to prevent, 
as far as possible, damage to petro- 
leum and gas deposits from unfil- 
trated water and other causes, and to 
prevent, as far as possible, the loss of 
these natural resources. One of the 
practical effects of the decision, which 
is still subject to review by a high- 
er court, is said to be the limitation 
of production in the Sante Fe Springs 
field alone to approximately 200,000,- 
000 cubic feet a day. 

The entire controversy, which has 
waged warmer ever since the first agi- 
tation for government regulation and 
conservation of these natural re- 
sources, has a profound bearing on 
the destinies of the gas and oil indus- 
tries in that section. The decision is 
certain to be carried to higher tribu- 


nals, and new assaults on other phases 
of the constitutionality of the statute 
are reputed to be already under way. 

One of. the leading contentions of 
those attacking the validity of the law 
was to the effect that the public had 
no “immediate interest” in the ex- 
ploitation or wholesale handling of 
gas and oil deposits however much 
they might be interested in the process 
of utility distribution. Answering 
this contention the court found that a 
very great weight of authority held 
that while the public does not have a 
direct interest in the gas in place, it 
has an interest in its rights to the use 
of these deposits and to their con- 
servation for present and future use. 

Another argument against the le- 
gality of the law was that land own- 
ers and operators, who seemed chiefly 
interested in the legislation, did not 
constitute the “public” and, therefore, 
there was no “general public interest” 
to the extent necessary to warrant 
government regulation. Speaking of 
the rights of gas owners and opera- 
tors, the court said: 
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“Their correlative rights are mat- 
ters which the legislature has a right 
to enact laws affecting, for the pro- 
tection of the correlative rights of the 
operators and of the owners, and, as 
I say, they are the public in that re- 
spect. Courts have held in numerous 
cases that the term ‘public’ may be 
applied to a class such as the class 
I have mentioned. I hold then, that 
the act is a valid enactment both as 
regards the rights of the public and 


as to the rights of the operators and 

owners.” 

The legal disposition of this at- 
tempt by California to regulate and 
conserve these two great national re- 
sources will undoubtedly have a great 
effect on the policies of other states 
on the same subject. It is a new field 
for governmental control and the acid 
test of its legality is still ahead. 


= 


New Hampshire Lets Poor Railways Off from 


Tax Payments 


HEN a street railway is “too 

poor to pay” taxes, can the state 
free it from the obligation to do so? 
One of the most interesting decisions 
of the year, affecting the destinies of 
the street railway industry, and of 
passing interest to other utilities, was 
recently handed down by the supreme 
court of New Hampshire in a case 
called “State v. Berlin Street Rail- 
way.” 

It seems that some of the street 
railways in New Hampshire have not 
been faring so well in recent years. 
So a couple of years back a statute 
was passed which provided as fol- 
lows: 


“Any corporation owning or oper- 
ating a street railway property with- 
in this state, which is incapable under 
proper management of earning suf- 
ficient money to pay its operating 
expenses and fixed charges, including 
taxes and excluding interest on its 
indebtedness, and to provide for the 
necessary repairs and maintenance of 
its properties and adequate reserves 


for depreciation thereof, may be ex- 
empted from the payment of taxes to 
the extent and subject to the limita- 
tions of the following sections.” 


The Berlin Street Railway decided 
to take advantage of this provision 
because it failed to receive, in 1928, 
the revenue specified in the law. 

The New Hampshire Commission 
agreed with the contentions of the 
utility and filed a certificate with the 
tax commission to exempt it from 
taxation. 

This step was opposed by the at- 
torney general who attacked the ex- 
emption statute as conferring a spe- 
cial privilege on a special class and, 
therefore, unconstitutional. 

The court sustained the validity of 
the statute. Judge Marble, rendering 
his opinion, pointed*out that it did not 
confer a gratuity upon a particular 
corporation, but applied generally to 
all street railways that were unable 
to earn enough to meet their operat- 
ing expenses. 


= 
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An Alabama Utility Is Allowed to Require 
Safe Domestic Wiring 


HEN can an electric company set 

its own standards for the wiring 
in the houses of prospective consum- 
ers? This is a very delicate question 
in that it involves the good will and 
co-operation of two commercial en- 
tities—the electricians and the electric 
dealers, both of whom have some 
bearing on the general public relations 
of the electric utility industry. 

It is delicate in this way because 
many electric utilities have their own 
merchandising departments which 
deal in the installation of wiring and 
fixtures, thereby leaving the way open 
for dealers and electricians to allege 
unfair competition and discrimination 
when wiring done by private agents 
fails to meet the safety standards set 
by the utilities’ inspectors. 

Under the circumstances, the fact 
that a utility's right to require any 
particular standard for wiring or 
equipment has been legally doubtful, 
or even questionable, adds much im- 
portance to a recent ruling of the su- 
preme court of Alabama. The court 
took care to point out that the making 
and enforcement of all such regula- 
tions were strictly within the province 
of the Commission, but ruled that, in 
the absence of such action by the 
Commission, there was no statutory 
prohibition on the imposition of rea- 
sonable rules and regulations by a 
utility. 

Of course, the court was speaking 
of Alabama statutes, but a hasty sur- 
vey conducted by a member of the 
editorial staff of Pustic UTILITIES 
FORTNIGHTLY would seem to indicate 
there is no such prohibition in any 


other jurisdiction either, although 
very many of the Commissions in 
other states have taken definite action 
in the matter of electric service stand- 
ards. 

The opinion of Judge Gardner 
stated : 

“These statutory provisions dis- 
close the power and right of the Pub- 
lic Service Commission to enact 
rules and regulations binding on such 
public utilities and when so enacted 
they become law-made rules as held 
in Alabama Water Company v. 
Knowles, 124 So. 96. But, in the 
absence of such action on the part 
of the Commission, we find nothing 
in the statute precluding such utili- 
ties from imposing rules and regula- 
tions in the conduct of its business, 
provided, of course, they are rea- 
sonable and subject always to inquiry 
in that respect.” 


The proceeding arose when an elec- 
trical contractor of Anniston, Ala- 
bama, completed the wiring of some 
houses for two of his customers to 
which the company refused to con- 
nect its service because the contractor 
would not install a certain type of 
switch which the utility considered 
more safe and advantageous than the 
ones actually installed. The suit was 
commenced by the contractor to com- 
pel the utility to serve the premises as 
he wired them. The court ruled that 
its service rules and regulations were 
reasonable and dismissed the com- 
plaint. 

Electric companies would probably 
welcome definite service rulings by all 
the State Commissions. They would 
be saved from the appearance of at- 
tempting to monopolize wiring. 
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NORTH DAKOTA BOARD OF RAILROAD COMMISSIONERS 


Re Tri-City Motor Transportation 
Company 


[Case M-251.] 


Monopoly and competition — Bus and rail transportation. 
1. Motor freight service is not merely a transportation agency which com- 
petes with the railways, but as a different service, in that it provides a 
quicker service and contains features which the railroads are not at pres- 
ent prepared to offer, such as pickup service and store-door delivery, p. 
421. 


Certificates of convenience — Reasons for refusing — Damage to highways by 
motor trucks. 
2. Evidence of damage to highways that would result from motor truck- 
ing activities should not be considered in determining whether a certificate 
should be issued, in view of the public necessity for such service and the 
jurisdiction of the state highway commission over the matter of highway 
maintenance, p. 422. 
Certificates of convenience and necessity — Matters considered — Competition 
between shippers. 
3. The question whether a certificate for motor trucking service should 
be issued must be decided entirely according to requirements of public 
convenience and necessity, without regard to the question whether or not 
the establishment of this service would enable business men in a particular 
locality to compete on better terms with commercial rivals in another 


locality, p. 422. 

Certificates of convenience — Matters considered — Unemployment. 
4. The Commission in determining whether or not a certificate should be 
granted to an applicant for the rendition of motor truck service may not 
consider the effect of the proposed service on the employment or unem- 
ployment of railroad workers, p. 422. 


[February 6, 1930.] 


A PPLICATION of @ motor trucking operator for a certificate 
of convenience and necessity; granted. 


> 


Harpinc, Commissioner: On or public convenience and necessity to 
about September 27, 1929, the Tri- operate daily, except Sunday, Class 
City Motor Transportation Company, “A” motor freight service from and 
filed with the Board of Railroad Com- between Fargo and Grand Forks, 
missioners of the state of North Da- North Dakota, and _ intermediate 
kota an application for a certificate of - points, via Federal Highway No. 81, 
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in accordance with time schedule and 
tariff filed with said application. Un- 
der the time schedule (as amended at 
the hearing) the applicant proposes to 
leave Fargo at 12 o’clock noon, arriv- 
ing.at Grand Forks at 4:30 o'clock 
Pp. M.; and to leave Grand Forks at 
12 o’clock noon arriving at Fargo at 
5 o'clock P. M. 

Copies of the application, tariff, and 
time schedule were duly served upon 
the Great Northern Railway Company 
and the Northern Pacific Railway 
Company, and formal protest against 
the granting of said application was 
filed with this Board by: the Great 
Northern Railway Company, said pro- 
test reading as follows: 

“The Great Northern Railway 
Company protests against the issuance 
of certificate of public convenience 
and necessity to Tri-City Motor 


Transportation Company, of Fargo, 


North Dakota, to operate motor 
freight service upon the highway be- 
tween Fargo and Grand Forks, upon 
the grounds and for the following rea- 
sons : 

“The Great Northern Railway 
Company has established a line of 
railway and adequate facilities be- 
tween the cities of Fargo and Grand 
Forks and intermediate stations and 
for territory tributary thereto, to 
handle efficiently and adequately all 
freight and express business and traf- 
fic between said cities and in said ter- 
ritory. That the investme:¢ of said 
railway company in the facilities 
aforesaid is great, and under present 
traffic conditions and development, 
and in view of the expense of the serv- 
ice that is now being furnished by the 
objector, the returns from the business 
and traffic between said points and in 


said territory are insufficient to pay a 
reasonable rate of interest upon the 
capital employed. 

“The Great Northern Railway 
Company is furnishing the following 
service between Fargo and Grand 
Forks: One through passenger train 
in each direction daily, which stops at 
and serves Fargo, Hillsboro, and 
Grand Forks, a local passenger train 
in each direction daily, which stops at 
and serves all stations between Fargo 
and Grand Forks, a local passenger 
train in each direction daily except 
Sunday, which stops at and serves all 
of the stations aforesaid; one passen- 
ger bus on the rail in each direction 
daily except Sundays, which stops at 
and serves all said stations, a fast 
freight train in each direction daily, 
and a local freight train in each di- 
rection daily except Sunday, each of 
said trains stopping at and serving all 
of said stations. That said trains 
carry all classes of merchandise over 
the line and between the stations in 
the territory aforesaid transported by 
freight, baggage, and express, and are 
fully adequate and entirely suffcient 
to properly, speedily, and efficiently 
care for and handle the said traffic 
and the demands of the public between 
the said cities of Fargo and Grand 
Forks and intermediate cities and 
towns, and has’ been sufficient to 
handle said traffic for many years last 
past. That there is not now and has 
not been for many years any necessity 
whatsoever for additional transporta- 
tion facilities or service between the 
cities and towns aforesaid or within 
the territory aforesaid. 

“That if the application aforesaid 
were granted the investment of the ap- 
plicant to provide facilities and equip- 
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ment to operate said line will be com- 
paratively small. That he will use the 
public highways built and maintained 
at public expense over which to con- 
duct his business, and will be thereby 
enabled to operate his business to a 
large extent at the expense of the pub- 
lic, thereby enjoying an inequitable 
and unequal basis of competition with 
the objector. That the objector now 
is and for a great many years has been 
paying heavy taxes to support the 
counties through which the proposed 
route extends and to support the state 
government, whereas the applicant has 
paid practically no taxes in the past, 
and if granted permission to operate 
the freight truck line mentioned will 
pay comparatively little taxes in the 
future. That the competition of the 
applicant would be unfair, and would 
reduce the earning power and the ca- 
pacity of this objector and reduce the 
income of this objector, which is al- 
ready inadequate, and there is no de- 
mand for the proposed additional 
service. That the service now given is 
entirely adequate in said territory. 
That no new traffic can be created, and 
transportation facilities would merely 
be multiplied in territory where busi- 
ness and traffic are insufficient to sup- 
port those already established. The 
usual result of not only harm and loss 
to the legitimate business of transpor- 
tation, but inefficient and unsatisfac- 
tory service to patrons would follow. 
That with the present facilities pa- 
trons have adequate protection and re- 
sponsibility for all merchandise en- 
trusted to them for transportation. 
That if the applicant should be li- 
censed as prayed for, the responsibility 
of the applicant and his ability to re- 
spond to obligations that may arise in 


connection with the operation of the 
business would be questionable, and 
the rights of the patrons would not be 
adequately protected. That in view of 
present business conditions, and the 
comparatively small returns in the 
transportation business generally in 
this northwestern territory, it would 
be unwise and unbusinesslike to fur- 
ther burden the public ‘with duplica- 
tion of transportation facilities and, at 
the same time, because of the curtail- 
ing and reduction of the revenue of 
the objector, retard and bar extensions 
and improvements of the railroad 
service that are necessary for the 
proper development and upbuilding of 
the said northwestern territory. 

“The objector further protests 
against the granting of the license 
asked for upon the ground that the 
granting of such license would de- 
prive it of its property without com- 
pensation and without due process of 
law, and that it would thereby be de- 
nied the equal protection of the law, 
in violation of Articles 5 and 14 of the 
Amendments to the Constitution of 
the United States. 

“That it seems the plain duty of the 
governing and regulating authorities 
of the transportation business to dis- 
courage competition of this kind, and 
encourage and protect the interests of 
those who already have their invest- 
ment and who are already conducting 
this transportation business in a sat- 
isfactory and efficient manner. 

“Wherefore the Great Northern 
Railway Company asks that the appli- 
cation for license be denied, and that 
such further relief be granted as may 
be proper.” 

The Greater Grand Forks Traffic 
Association and Chamber of Com- 
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merce of Fargo intervened in said 
matter on behalf of the applicant. 

The matter was thereupon set for 
hearing and hearing held at Fargo on 
the 18th day of October 1929, at 
which time and place the following 
appearances were entered: 

John S. Frame and Hubert Willes, 
Attorneys, and F. L. Kuhlmeyer, 
Manager, on behalf of the applicant; 
C. J. Murphy, Attorney, Grand Forks, 
and M. W. Murphy, Attorney, of 
Fargo, and J. L. Close, Division Su- 
perintendent, on behalf of the Great 
Northern Railway Company; Con- 
my, Young & Burnett, Attorneys of 
Fargo, and Walter Heim, Attorney, 
on behalf of the Northern Pacific 
Railway Company; T. A. Durrant, 
of Grand Forks, for the Greater 
Grand Forks Traffic Association; 
Neal E. Williams, Traffic Commis- 
sioner, on behalf of the Chamber of 
Commerce of Fargo. 

There is some dispute in the record 
as to the train service furnished be- 
tween Fargo and Grand Forks by the 
Great Northern Railway Company, 
with reference to the operation of a 
certain freight train, but for the pur- 
pose of this case this Board has as- 
sumed that train service so furnished 
is as set out in such petition and in 
the testimony of representatives of 
said railway company. 

The Northern Pacific Railway 
Company furnishes daily express 
service between Fargo and Grand 
Forks, a train leaving Fargo at 1 
o’clock P. M. arriving at Grand Forks 
at 5 o’clock Pp. M., and leaving Grand 
Forks at noon and arriving at Fargo 
at 5:45 o’clock p. mM. This express 
service is not furnished to territory 
intermediate between Fargo and 


Grand Forks along the line of the 
proposed motor freight route. The 
Northern Pacific Railway Company 
also furnishes daily except Sunday 
dead freight service between Fargo 
and Grand Forks, with refrigerator 
car service twice a week. This 
freight service likewise is not ren- 
dered to the territory intermediate be- 
tween Fargo and Grand Forks. 

The Tri-City Motor Transporta- 
tion Company has been operating 
motor freight service within the state 
of North Dakota for a considerable 
period of time last past, and this 
Board is of the opinion and finds that 
said Tri-City Motor Transportation 
Company is well able financially and 
through experience to efficiently ren- 
der the service proposed. 

The said Tri-City Motor Transpor- 
tation Company also operates an in- 
terstate motor freight service between 
Moorhead and East Grand Forks, 
Minnesota, via Federal Highway No. 
81 in North Dakota, and serves the 
towns intermediate between Fargo 
and Grand Forks from East Grand 
Forks and Moorhead, which service 
it indicated it would discontinue if its 
application herein were granted. In 
its brief the Great Northern Railway 
Company contends that this interstate 
service is illegal. The legality of this 
interstate service, of course, is not at 
issue in this matter, but this Board 
desires to take the opportunity at this 
time to say that so far as the record 
in this case is concerned there is 
nothing to show that on said route the 
said Tri-City Motor Transportation 
Company is engaged in other than a 
purely interstate business. 

The rates proposed by applicant for 
the service it desires to furnish are 
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substantially lower than the railway 
company’s freight and express rates 
applying from and between Fargo and 
Grand Forks and the intermediate 
territory. The matter of lower rates 
has never been seriously considered 
by this Board in considering these 
motor transportation matters, and is 
not in this case, for the reason that 
the applicant, at any time it finds that 
it cannot operate profitably on the 
rates which it first proposed, would 
have the right to come before this 
Board and make a showing that high- 
er rates were required to enable it to 
operate profitably, and upon such 
showing being made this Board would 
ordinarily be obliged to approve the 
increased rates. 

[1] This Board, however, does not 
regard motor freight service as mere- 
ly a transportation service which com- 
petes with the railways, but is, in 
some respects, a different service, in 
that it provides a quicker service and 
also provides features which the rail- 
roads are not at present prepared to 
offer, namely, pickup service and 
store-door delivery, and, so far as 
1. c. 1, shipments are concerned, this 
Board regards it as an advancement 
in the art of transportation to which 
the public is entitled when public con- 
venience and necessity therefor is 
shown. 

In this case the record shows that 
from either Fargo or Grand Forks to 
the intermediate territory, if ship- 
ments are made by railroad, they 
must be at the freight houses by 5 
o'clock p. M. of the day preceding de- 
livery. With the proposed service a 
local merchant or other person in the 
intermediate territory may phone his 
orders in to Fargo or Grand Forks 


wholesalers and jobbers in the morn- 
ing and receive his shipments the 
afternoon of the same day. The rec- 
ord also shows that applicant desires 
to furnish pickup service and store- 
door delivery service, which service, 
as stated, is not furnished by the rail- 
roads. The record also shows that 
wholesale houses and jobbers of Far- 
go and Grand Forks are at the pres- 
ent time taking advantage of the in- 
terstate service now being furnished 
by said Tri-City Motor Transporta- 
tion Company between East Grand 
Forks and Moorhead by trucking, at 
their own expense, to the said motor 
freight terminals, for delivery by said 
Tri-City Motor Transportation Com- 
pany, shipments destined to the ter- 
ritory intermediate between Fargo 
and Grand Forks along Federal High- 
way No. 81. 

The record further shows that de- 
spite the inconvenience and added ex- 
pense of trucking such shipments to 
the motor freight terminals as afore- 
said, and despite the railway freight 
and express service furnished to such 
intermediate territory, which railway 
freight and express service is admit- 
tedly good as railway service is meas- 
ured, large numbers of shipments 
amounting to substantial tonnages 
have been made by Fargo and Grand 
Forks shippers to receivers of freight 
in the territory intermediate between 
Fargo and Grand Forks along Fed- 
eral Highway No. 81, via the inter- 
state line of the applicant (sufficient 
in volume to speak louder than mere 
words upon the subject of public con- 
venience and necessity), and common 
sense indicates that with an intrastate 
line and pickup and store-door deliv- 
ery service afforded, such shippers 
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would be more than willing to con- 
tinue the practice, and especially so in 
view of the fact, of which this Board 
has taken judicial notice as requested 
by applicant, that it is a general com- 
mercial custom of this state, where 
there is a choice of two or more meth- 
ods of transportation, for receivers of 
freight to specify in their orders the 
transportation facility by which the 
shipment is to be transported. This 
general custom has been referred to 
by this Board in other decisions. 

[2] Outside of endeavoring to 
show that train service now being 
furnished by the railroads was ade- 
quate for the needs of the communi- 
ties involved, the railway companies 
introduced no evidence in support of 
their protest except some testimony 
regarding damage to the highway 
caused by the operation of heavy 
trucks. The applicant contends that 
is not one of the matters that can be 
taken into consideration by the Com- 
mission in these cases. We believe 
that it is, under the following lan- 
guage from § 2976v8 of the 1925 
Supplement to the 1913 Compiled 
Laws, towit: 

“In determining whether or not a 
certificate should be issued, the Com- 
mission shall give reasonable consid- 
eration to the effect that such 
proposed service may have upon the 
existing travel upon said route and 
the excess cost of maintaining such 
highways on account of the installa- 
tion of such additional service, if 
any.” 

If a heavy truck were habitually to 
cut up a highway, surely it would 
have an adverse effect upon existing 
travel. However, the damage to the 
highway, if it could be charged to the 


applicant’s trucks at all, was so slight, 
in the opinion of this Board, that it 
would not outweigh the benefit to the 
public by having the trucks operate 
on the highway. We might add that 
the state highway commission, which 
is the body having jurisdiction over 
this highway, was given notice of the 
hearing but did not appear or object 
in any way to the granting of the ap- 
plication. 

We are, therefore, of the opinion 
and find from the record that public 
convenience and necessity requires the 
furnishing of the motor truck serv- 
ice proposed by applicant in its ap- 
plication herein. 

[3] The matter of enabling the 
citizens of Fargo and Grand Forks 
to better compete with the wholesalers 
and jobbers of the Twin Cities and 
Duluth, by reason of trucking facili- 
ties into the territory involved en- 
joyed by such Minnesota points, was 
also urged, particularly by the inter- 
venors, as a reason for the granting 
of the certificate. As we have predi- 
cated our decision upon the public 
convenience and necessity of the pub- 
lic in the communities directly in- 
volved, it is not necessary for us to 
pass upon that question, and we ex- 
press no opinion in regard thereto. 

[4] A representative of the four 
railway transportation brotherhoods 
appeared at the hearing and protested 
against the granting of the applica- 
tion on the ground that loss of ton- 
nage to the railroads would mean a 
diminishing train service and conse- 
quently a diminishing in the number 
of trainmen to operate them. How- 
ever, even if the effect upon the train- 
men of the granting of the certificate 
were a matter for our consideration 
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in cases of this kind, which it is not, 
we direct attention to the fact that 
there is in this record no evidence of 
any loss of freight to the railroad, 
and we do not believe any such loss 
can properly be assumed. 

As conclusions, the Board finds 
‘that extension of Certificate of Pub- 
lic Convenience and Necessity No. 77 
should be granted to the Tri-City 
Motor Transportation Company for 
the operation of Class “A” moior 
freight service from and between 
Fargo, North Dakota, and Grand 


Forks, North Dakota, and intermedi- 
ate points along Federal Highway 
No. 81, as prayed for in its applica- 
tion, and in accordance with time 
schedule and tariff attached, condi- 
tioned, however, upon the said Tri- 
City Motor Transportation Company 
immediately discontinuing its present 
interstate motor freight service route 
between Moorhead and East Grand 
Forks, Minnesota, upon putting into 
effect the service provided for herein, 
and 
It is so Ordered. 





OHIO SUPREME COURT 


New York Central 


v. 


Railroad Com pany 


Public Utilities Commission of Ohio 


[No. 21981.] 
(— Ohio St. —, 170 N. E. 574.) 


Public utilities — Jurisdiction of the Commission to determine status — Railroad 


company’s busses. 


1. The Commission has jurisdiction to determine as a question of fact 
whether a railroad company engaged in the business of carrying for hire 
property or passengers in motor-propelled vehicles over public highways 
is a motor transportation company subject to the provision of the state 


law, p. 426. 


Public utilities — Bus operation by a railroad company. 
2. A railroad company controlling and operating directly or indirectly any 
motor-propelled vehicles over the highways of the state for the purpose 
of transporting persons or property for hire is a motor transportation com- 
pany within the meaning of the state law, p. 426. 


Interstate commerce — Bus operations by railroad — Commission orders. 
3. A Commission order requiring a railroad company to discontinue its 
activities in transporting persons and property for hire by motor vehicles 
over the highways of the state without first obtaining a certificate of con- 
venience and necessity was held not to be void as a burden on interstate 
commerce, where it was the intention of the Commission only to compel 
the carrier to comply with the statutes with reference to certificates and 


taxation, p. 428. 


423 





OHIO SUPREME COURT 


Constitutional law — Obligations of contract — Bus operations by a railroad. 


4. A Commission order requiring a railroad company to discontinue the 
business of transporting persons and property in motor vehicles for hire 
over the public highways without first obtaining a certificate was held not 
to be unconstitutional as violating the obligations of a contract between 
the railroad company and a contract hauler owning the equipment used in 


such operations, p. 430. 


[February 5, 1930.] 


RROR to review an order of the Public Utilities Commission 

directing the plaintiff in error, a railroad company, to cease 

from engaging in the motor trucking business; Commission 
order affirmed. 


APPEARANCES: C. C. Handy and 
C. T. Lewis, for plaintiff in error; 
Gilbert Bettman, Attorney General, T. 
J. Herbert, E. J. Shover, and A. M. 
Calland, for defendant in error. 


Opinion of the Court: This case 


arises upon a complaint filed with the 


Public Utilities Commission by the 
Ohio Association of Commercial 
Haulers against the New York Cen- 
tral Railroad Company, wherein it 
was alleged that “defendant is now 
and has been for a long period of time 
operating illegally and unlawfully as 
a motor transportation company in 
Ohio, in that it is now and has long 
been engaged in the business of car- 
rying property for hire in motor-pro- 
pelled vehicles over the public high- 
ways of the state of Ohio, to-wit: Be- 
tween the municipalities of Toledo, 
Fremont, Elmore, Lindsay, Clyde, 
Bellevue, Norwalk, Monroeville, El- 
yria, Cleveland, Oberlin, and each of 
them. 

“4. That defendant is not the hold- 
er of a certificate of public conven- 
ience and necessity from the Public 
Utilities Commission of Ohio.” 

The complaint prayed that the Pub- 


lic Utilities Commission order the 
New York Central Railroad Company 
to cease such operation, and that oth- 
er orders be made such as are proper 
in the premises. 

The complaint came on for hear- 
ing upon the merits, and at the hear- 
ing testimony was adduced, practical- 
ly without contradiction, showing that 
upon April 20, 1925, the railroad com- 
pany made a contract with a company 
known as the A. B. Peek Company, 
under which the Peek Company 
agreed to transport from station to 
station between Cleveland and Toledo 
all such freight as the New York 
Central Railroad Company might de- 
liver to such company. The evidence 
further showed that following the 
execution of the contract and in op- 
eration thereunder the New York 
Central Railroad Company delivered 
freight to the Peek Company at its 
various stations between Cleveland 
and Toledo, which the Peek Company 
thereupon transported in trucks upon 
public highways between such sta- 
tions. The trucks and trailers used 
for this operation are owned by the 
Peek Company. The freight thus 
carried was transported under bills of 
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lading and regular freight way-bills 
such as are used by the railroad in 
all other freight operations. 

Under the contract for such trans- 
portation the Peek Company received 
a fixed compensation for such haul- 
age, at the rate of 15 cents per hun- 
dredweight with a guarantee of $30 
per day, i. e., $25 per truck and $5 
per trailer, for the five regular trucks 
and four trailers used between Cleve- 
land and Toledo, with provision for 
a flat rate of $5 per day for each 
additional trailer and $15 per day for 
each additional truck used. 

The contract further provided that 
the Peek Company should be respon- 
sible for all loss or damage to freight 
in its charge or while being handled 
by it, and should assume all liability 
for the payment of damages on ac- 
count of injuries or death to its em- 
ployees or to others, or damages to 
property by reason of the perform- 
ance of the services required by the 
agreement, with the further provision 
that the agreement should be termin- 
able by either party on thirty days’ 
written notice, the railroad company, 
however, to have the right to termin- 
ate the agreement at any time if the 
service performed should in its judg- 
ment be deemed unsatisfactory. 

The agreement further provided 
that the contractor should have no 
right to assign the contract and that 
it should not use its trucks or any of 
them in performing any trucking 
service for any other person or cor- 
poration, 

The evidence showed that all 
freight hauled, 74.4 per cent of the 
number of shipments was interstate 
and about 70 per cent of pounds 
weight was also interstate. 


On August 22, 1929, the Commis- 
sion entered an order in which it 
notified and required the New York 
Central Railroad Company directly 
or through the A. B. Peek Company 
or any other agent not certified by the 
Commission “forthwith to cease and 
desist from maintaining and operat- 
ing, or attempting to maintain and 
operate” such unlawful motor trans- 
portation company service. 


Business Called Extension of Rail- 
road’s Service 


The material part of the finding of 
the Commission is as follows: 

The respondent is a corporation en- 
gaged in the operation of a railroad. 
It accepts and transports freight for 
the public generally and indiscrimin- 
ately as a common carrier at the rates 


‘ specified in its tariffs on file with this 


Commission. Since April 18, 1925, 
less-than-carload freight thus accept- 
ed by respondent has been transport- 
ed between certain points in Ohio in 
motor-propelled vehicles. Instead of 
transporting such _less-than-carload 
freight by rail this freight, between 
certain points in Ohio, is moved in 
motor-propelled vehicles over the pub- 
lic highways. Respondent does not 
have a certificate of public convenience 
and necessity for such operation and 
does not pay the special tax exacted 
by the state for such use of the high- 
ways. 

Five motor vehicles and five trail- 
ers daily and one additional motor 
vehicle and one additional trailer 
when required are used between re- 
spondent’s stations on its Norwalk 
division between Cleveland and Tole- 
do, Ohio, both inclusive, and likewise 
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between Toledo, Ohio, and Danbury, 
Ohio, on its main line. 

The respondent accepts such freight 
and transports it under its bills of 
lading and way bills, being the uni- 
form bills of lading and way bills in 
general use by the respondent and 
other railroad companies. 

The motor vehicles used in these 
operations are owned by the A. B. 
Peek Company and used in the trans- 
portation of this freight under and 
by virtue of the contract or contracts 
with the A. B. Peek Company. 

In accordance with the terms of the 
contracts the railroad company deter- 
mines the time at which the trucks 
shall run, the route over which they 
shall travel and generally supervises 
the operation of the trucks just as 
they would the operation of trains. 
The A. B. Peek Company, as provid- 
ed in the contracts, does not haul any 
other freight. 

So far as the contract or contracts 
between the A. B. Peek Company and 
the respondent are concerned they 
speak for themselves. By these con- 
tracts the railroad company has se- 
cured to itself the exclusive use of 
these motor-propelled vehicles in its 
common carrier business. While it 
does not own the trucks and trailers 
it does completely control their oper- 
ation. It directs the property to be 
conveyed by them; it determines the 
times when and the routes over which 
the trucks shall travel ; it retains com- 
plete supervision of their operation; 
the property transported is at all 
times under the control of the re- 
spondent ; the transportation is a con- 
summation of the contracts between 
the respondent and the shippers; the 
property is handled through the use 


of bills of lading and waybills exactly 
as any other freight which moves up- 
on the respondent’s road. In short, 
the respondent has made this truck 
operation a part of its common car- 
rier business. 

Further facts are stated in the opin- 
ion. 


Protest to Commission’s Jurisdiction 
Overruled 


[1, 2] Avten, J.: The plaintiff in 
error contends that the order of the 
Commission is unlawful and unrea- 
sonable for the following reasons: 

1. The Commission was without 
jurisdiction to hear and determine 
said complaint, for the following rea- 
sons : 

(a) The complainant was without 
standing and the complaint was un- 
authorized. 

(b) The complaint presented no is- 
sue for the determination of the Com- 
mission. 

(c) If any issue was presented, it 
was legal or judicial in character. 

2. Defendant railroad company did 
not violate the motor transportation 
law. 

3. That the order was void in that 
it required the respondent to cease 
and desist from the haulage of inter- 
state traffic. 

4. That it was void in that it im- 
paired the obligation of the contract 
between plaintiff in error and the A. 
B. Peek Company, and invaded con- 
stitutional provisions both Federal 
and state. 

Proceeding to consider whether the 
Commission was without jurisdiction 
to hear and determine such com- 
plaint, the court overrules this objec- 
tion for the reason that the statute 
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specifically vests such jurisdiction in 
the Public Utilities Commission. The 
case was tried under the statute as 
it was enacted in 111 Ohio Laws, 513. 
The amendments in 113 Ohio Laws, 
482, do not affect this particular con- 
troversy. 

Under § 614-2, General Code, the 
legislature provided that any company 
or corporation “when engaged in the 
business of carrying and transporting 
persons or property, or both, as a 
common carrier for hire, in motor- 
propelled vehicles of any kind what- 
soever except as otherwise 
provided in § 614-84, is a motor 
transportation company.” The ex- 
ception provided in § 614-84 includes 
private contract carriers and compa- 
nies and corporations which are oper- 
ated exclusively within the territorial 
limits of a corporation or within such 
limits and the territorial limits of mu- 
nicipal corporations immediately con- 
tiguous thereto, and also operation by 
taxicabs, hotel busses, school busses, 
or sight-seeing busses. The New 
York Central Railroad Company does 
not come within any of these excep- 
tions. 

Section 614-84, paragraph c, pro- 
vides that whether or not the operator 
or carrier is engaged as a motor 
transportation company or as a pri- 
vate contract carrier shall be a ques- 
tion ef fact, and the finding of the 
Commission thereon shall be a final 
order which may be reviewed as pro- 
vided in § 614-89, General Code. 


Case Contingent on Factor of Control 


This proceeding, therefore, is not 
a proceeding to decide whether a pri- 
vate contract operation by the Peek 
Company has become a common car- 


riage operation. The sole question 
presented is whether the New York 
Central Railroad Company constitutes 
a motor transportation company be- 
cause of its common carriage opera- 
tion in motor-propelled vehicles upon 
the public highways of the state. 
This being the case, the complainant 
has standing, and the complaint is au- 
thorized, for the statute which pro- 
vides for the institution of complaints 
against motor transportation compa- 
nies is not limited, but applies to any 
company or corporation. 

The issue presented for the deter- 
mination of the Commission was 
whether the New York Central Rail- 
road Company, at the time charged in 
the complaint, owned, controlled, op- 
erated, or managed any motor-pro- 
pelled vehicle used in the business of 
transportation of persons or property 
or both as a common carrier for hire, 
over any public highway in this state. 

It was conceded that the transpor- 
tation was over the public highways. 
It was conceded that the transporta- 
tion was transportation of property 
in common carriage for hire. The 
only issue of fact was whether the 
New York Central Railroad Com- 
pany owned, controlled, operated, or 
managed the trucks used in the trans- 
portation of such freight. 

It is conceded by the Public Utili- 
ties Commission that the railroad 
company does not own nor operate 
such motor-propelled vehicles, but it 
was found by the Commission spe- 
cifically that the railroad does control 
and manage the vehicles. 

The railroad company urges that 
whatever issue was presented was 
legal or judicial in character, and that 
the Commission had no jurisdiction 
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to make a determination upon that is- 
sue. However, the statute specifical- 
ly provides that whether or not the 
operator or carrier is engaged as a 
motor transportation company or a 
private contract carrier shall be a 
question of fact. It is not contended 
that the legislature does not have the 
power to declare this question to be 
a question of fact, and since it was 
the sole question determined by the 
Commission we are compelled to over- 
rule the entire objection as to juris- 
diction. 

Proceeding to consider whether the 
defendant railroad company in this 
operation violates the motor transpor- 
tation law, we also decide that the 
Public Utilities Commission was jus- 
tified in its finding upon the facts. 
It is conceded by the railroad com- 
pany that while it does not own the 
trucks and trailers, it selects the prop- 
erty which shall be conveyed in the 
motor vehicles, it picks out the routes 
which shall be traveled and indicates 
the times and schedules under which 
the vehicles shall travel. Complete 
supervision of the operation is in the 
New York Central Railroad Com- 
pany. The trucks are used exclusive- 
ly for the railroad, and at every min- 
ute of the time of carriage the prop- 
erty transported is under the rail- 
road’s control, being handled through 
the use of bills of lading and way- 
bills, exactly as all other classes of 
freight. 

By the use of these trucks the New 
York Central Railroad Company can- 
not and has not divested the carriage 
of the features of a common carrier 
transaction. It still holds itself out 
to the public as a common carrier 
of this freight which it transports up- 


on motor vehicles. It receives this 
freight in exactly the same way at its 
freight stations that all other freight 
transported by its railroad is received. 
As between the public and the New 
York Central Railroad Company the 
transaction is exactly the same as that 
of transportation by rail. Hence the 
New York Central Railroad Com- 
pany under this record is not only a 
common carrier for hire, but with 
reference to this particular freight it 
is a common.carrier for hire, and the 
contract of carriage mever ceases to 
be a contract of common carriage. 

[3] It is further urged that the 
order was void in that it required the 
respondent to cease and desist from 
the haulage of interstate traffic. We 
do not so read the order. The order 
compels the New York Central Rail- 
road Company to comply with the 
statutes with reference to certificate 
and taxes if it transports its freight 
by motor vehicles. It has been held 
by this court that while the states 
may not shut out from interstate traf- 
fic motor transportation companies 
which operate in such traffic, they 
may require such operators to obtain 
certificates, pay taxes for the use of 
the highways, carry insurance, and 
comply with other police regulations 
in so far as the same do not involve 
a direct burden upon interstate com- 
merce. Cannon Ball Transp. Co. v. 
Public Utilities Commission (1925) 
113 Ohio St. 565, P.U.R.1926C, 564, 
149 N. E. 713. The syllabus of this 
case reads as follows: 

1. Sections 614-86 to 614—102, in- 
clusive, of the General Code of Ohio, 
are designed to regulate motor trans- 
portation, governing all motor vehi- 
cles operating over the highways of 
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the state, but do not authorize the 
Public Utilities Commission to ex- 
clude motor transportation companies 
operating in interstate traffic from 
such highways. 

2. Motor transportation companies 
operating in interstate traffic are sub- 
ject to the provisions of said sections 
and the regulations therein provided 
may be applied to all interstate oper- 
ators, except in so far as such appli- 
cation would involve a direct burden 
upon interstate commerce. 

3. A condition in a certificate of 
convenience and necessity granted to 
an interstate operator that passengers 
may not be received within the state 
of Ohio whose destinations are also 
within the state of Ohio is not an 
unreasonable condition, and does not 
operate as a direct burden upon inter- 
state commerce. 

The same principle has been enun- 
ciated by the Supreme Court of the 
United States. Clark v. Poor (1927) 
274 U. S. 554, 71 L. ed. 1199, P.U.R. 
. 1927D, 346, 47 Sup. Ct. Rep. 702; 
Sprout v. South Bend (1928) 277 
U. S. 163, 72 L. ed. 833, 48 Sup. Ct. 
Rep. 502; Interstate Busses Corp. v. 
Holyoke Street R. Co. (1927) 273 
U. S. 45, 71 L. ed. 530, P.U.R.1927B, 
46, 47 Sup. Ct. Rep. 298. In the 
opinion in the Clark Case, supra, at 
p. 556, of 274 U. S., P.U.R.1927D, 
at p. 348, the Court says: 

“The plaintiffs claim that, as ap- 
plied to them, the act violates the 
commerce clause of the Federal Con- 
stitution. They insist that, as they 
are engaged exclusively in interstate 
commerce, they are not subject to 
regulation by the state ; that it is with- 
out power to require that before us- 
ing its highways they apply for and 


obtain a certificate; and that it is also 
without power to impose, in addition 
to the annual license fee demanded of 
all persons using automobiles on the 
highways, a tax upon them, under § 
614-94, for the maintenance and re- 
pair of the highways and for the ad- 
ministration and enforcement of the 
laws governing the use of the same. 
The contrary is settled. The high- 
ways are public property. Users of 
them, although engaged exclusively in 
interstate commerce, are subject to 
regulation by the state to ensure safe- 
ty and convenience and the conserva- 
tion of the highways. Morris v. 
Duby (1927) 274 U. S. 135, 71 L. 
ed. 966, 47 Sup. Ct. Rep. 548. Us- 
ers of them, although engaged ex- 
clusively in interstate commerce, may 
be required to contribute to their cost 
and upkeep. Common carriers for 
hire, who make the highways their 
place of business, may properly be 
charged an extra tax for such use. 
Hendrick v. Maryland (1915) 235 
U. S. 610, 59 L. ed. 385, 35 Sup. Ct. 
Rep. 140; Kane v. New Jersey 
(1916) 242 U. S. 160, 61 L. ed. 222, 
37 Sup. Ct. Rep. 30; Hess v. Paw- 
laski (1927) 274 U. S. 352, 71 L. ed. 
1091, 47 Sup. Ct. Rep. 632. Com- 
pare Packard v. Banton (1924) 264 
U. S. 140, 144, 68 L. ed. 596, 44 Sup. 
Ct. Rep. 257.” 

In Interstaté Busses Corp. v. Hol- 
yoke Street R. Co. supra,.the Massa- 
chusetts law required a license and a 
certificate of public convenience and 
necessity for operation of motor ve- 
hicles on public highways for intra- 
state carriage of passengers for hire. 
The Supreme Court of the United 
States held that the law was not 
shown in that particular case to work 
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a direct interference with, or burden 
upon, the interstate business of the 
bus company, which carries both in- 
terstate and intrastate passengers. It 
decided that the state has power rea- 
sonably to regulate and control the 
use of its public highways in the pub- 
lic interest, not directly burdening or 
interfering with interstate commerce, 
and held that the burden was upon 
the plaintiff to prove that the enforce- 
ment of the act would prejudice its 
interstate passenger business. 

[4] It is further urged that the 
ruling of the Public Utilities Commis- 
sion impairs the obligation of the 
contract between the railroad com- 
pany and the Peek Company and in- 
vades constitutional provisions. No 
specific authorities upon these points 
are given, and indeed could not be 
found. The courts have never held 
that a contract between private par- 
ties which would permit the evasion 
of a state statute will protect those 
parties from the operation of state 
law upon the ground of interference 
with the obligation of contracts. The 
statute itself is read into and becomes 
a part of the contract. 

It is urged that this holding runs 
counter to the decision in Motor 
Freight v. Public Utilities Commis- 
sion (1929) 120 Ohio St. 1, 165 N. 
E. 355. Certain pronouncements in 
that decision squarely support the 
holding here, for in the second para- 
graph of the syllabus it was declared : 

By the provisions of §§ 614-2 and 
614-84, General Code, only a “motor 
transportation company” as defined 
therein is subject to public regulation ; 


such definition requires that the 
transportation company must own, 
control, manage, or operate the motor 
vehicles used in transportation. 

The facts in that case are squarely 
distinguishable from the facts in this 
case, and the pronouncement of law 
as to control is exactly the same. In 
that case the only testimony in the 
case established that the Motor 
Freight Company did not own, con- 
trol, operate, or manage any motor- 
propelled vehicles. Moreover, the 
third paragraph of the syllabus and 
the statement of facts show that in 
that case the carrier did not hold itself 
out as willing to serve the public indis- 
criminately. The truck owners fur- 
nished their own drivers, and the 
drivers were not in any way subject 
to the orders of the respondent. No 
particular route was designated. It 
is to be observed that in the Motor 
Freight Case, supra, the transporta- 
tion was purely interstate. No intra- 
state question was involved. More- 
over, a number of private truck own- 
ers were employed to do the haulage, 
while here only one truck owner was 
employed. All of the truck owners in 
the Motor Freight Case, supra, were 
free to haul merchandise for others, 
while here the Peek Company hauled 
solely for the railroad and was so 
obligated under its contract with the 
railroad. 

Under the sharp differentiation of 
the facts, we conclude that the doc- 
trine of Motor Freight v. Public Util- 
ities Commission, supra, is in no 
way infringed by the holding in this 
case. 








RE NORTHWESTERN INDIANA TELEPHONE CO. 


INDIANA PUBLIC SERVICE COMMISSION 


Re Northwestern Indiana Telephone 
Company 


[No. 9846.] 


Valuation — Working capital — Telephones. 
1. The calculation of cash working capital necessary for a telephone com- 
pany on a basis covering a period of six weeks was held to be excessive 
in view of monthly and quarterly payments made by the subscribers, and 
the Commission believed that one-half of such a period was an ample basis 
for estimating such an expense, p. 435. 


Depreciation — Knowledge of the law — Telephone company. 
2. A telephone utility was held not to be different from any other citizen, 
and was, therefore, presumed to know the law with regard to the treat- 
ment of its depreciation reserve and was required to comply with its re- 
quirements, p. 436. 


Accounting —— Proper entry of retirement charges — Telephones. 
3. The practice of a telephone company in charging certain retirements to 
the depreciation reserve and failing to credit the same to invested capital 
was held to result in an over-statement of the invested capital, in determin- 
ing the weight to be given to the utility’s estimate of its investment for 
rate-making purposes, p. 436. 


Depreciation — Maintenance of fund — Telephone utility. 
4. The reserve for accrued depreciation of a telephone utility must be 
kept in a fund as required by law, p. 437. 


Accounting — Segregation of telephone exchange property. 
5. The accounts of a telephone company and of lawful incidental reserves 
with respect to a particular exchange were required to be kept by the utility 
as if such exchange were not related to the several other telephone ex- 
changes owned and operated by the same company, p. 437. 


Payment — Advance deposits to secure — Telephones. 
6. A telephone company was permitted to require an advance deposit not 
to exceed three months’ service from any applicant whose credit might be 
unknown or unsatisfactory to the company, p. 437. 

Service — Cost of extension — Contributions by subscribers — Telephones. 
7. Where the cost of telephone extensions is out of proportion to the 
excha..ge revenue it produces, the subscribers will be required to pay a 
reasonable proportion of such cost, p. 437. 

Service — Telephones — Assignment of station numbers. 
8. The number assigned a subscriber following the acceptance of an appli- 
cation for telephone service is not a part of the contract and may be 
changed at any time in the discretion of the company, p. 437. 
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Service — Telephones — Time for moving equipment. 
9. Under average conditions a telephone company was permitted to re- 
quire ten days to arrange for and complete an order to install or move a 


telephone, p. 437. 


Service — Telephones — Foreign attachments. 
10. To guard against interference with service, unauthorized attachments 
with the telephone lines or instruments were prohibited, p. 437. 


Payment — Abatement of charges — Telephones — Failure of service. 
11. An abatement of the contract charge was permitted in the case of a 
complete failure of telephone service for more than twenty-four hours, 
upon notice in writing to the company’s office, p. 437. 


Service — Telephones — Time limit on party lines. 
12. The continuous use of telephone party lines was limited to five min- 


utes, p. 437. 


[January 31, 1930.] 


aa of a telephone company for increased rates; 


rates adjusted. 


APPEARANCES: Bomberger, Peters 
& Morthland, by L. L. Bomberger, 


Hammond, for petitioner; Owen J. 
Roper, Mayor, and Hosea Bayor, 
City Attorney, Hobart, for city of 
Hobart; R. R. Peddicord, Attorney, 
Hobart, for patrons. 


SINGLETON, Commissioner: Peti- 
tion in the above cause was filed July 
23, 1929. 

Said petition contained Exhibit B 
attached thereto and made a part 
thereof, setting out a schedule of 
rates and charges together with set of 
rules, the petition seeking authority to 
put the same in effect. 

Petition also contained Exhibit A, 
the same being existing schedule of 
rates and charges and existing rules. 
Exhibit A was also made a part of 
the petition. 

This petition alleged that the value 
of petitioner’s property was $178,000. 

December 13, 1929, petitioner filed 
a supplemental petition alleging that 


a complete inventory and appraise- 
ment of the property had been made 
and that the value of the property 
was $224,607. The supplemental pe- 
tition sought to amend the original 
petition accordingly. The original 
petition was verified; the supple- 
mental petition was not verified. 

After due notice as required by 
law, this cause was heard in the city 
hall, Hobart, Indiana, January 8, 
1930. 

The Commission introduced the 
following exhibits: 


Commission Exhibit A: 

An appraisal of petitioner’s prop- 
erty by the engineering department 
of the Commission as of November 
1, 1929, on the basis of estimated cost 
to reproduce new and on the basis of 
November, 1929, prices. Said ap- 
praisal did not include that part of 
the property used in rendering toll 
service.—Identified by C. J. Whitney, 
engineer. 
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Company, owner and operator of the 
exchange at Hobart, Indiana. 


Commission Exhibit B: 

Supplement to Commission’s Ex- 
hibit A, to include toll properties in 
the appraisal—Identified by C. J. 
Whitney, engineer. 


Commission Exhibit C: 

Audit of petitioner’s books made 
by the accounting department of the 
Commission covering period from 
July 1, 1926, to June 30, 1929. 

The hearing Commissioner sug- 
gested that the accountant in charge 
of this audit was sick at the time of 
hearing and unable to attend; that, 
with the consent of the parties to this 
cause, said audit would be admitted 
without identification, under oath, by 
the accountant making the audit. The 
suggestion was agreed to and the ex- 
hibit was thereupon admitted in evi- 
dence as if sworn to. 


Commission Exhibit D: 

Order in Cause No. 8486, approved 
by this Commission September 17, 
1926. 


Commission Exhibit E: 
Memorandum by Webb Gilbert, 

chief accountant for this Commission, 

as to amount of expense of making 


audit in this cause that should be 


charged against the exchange at Ho- 
bart, Indiana. This memorandum 
was shown to counsel for petitioner 
and was admitted in evidence with his 
consent. 


Commission Exhibit F: 

Copy of lease covering the occu- 
pancy of exchange building in Ho- 
bart, Indiana, by this petitioner, the 
correctness of said copy being at- 
tested under oath by the President of 
the Northwestern Indiana Telephone 


P.U.R.1930B.—28. 


Commission Exhibit G: 

Comparison of net annual balances 
charged to account No. 607, said ac- 
count referring to station removals 
and changes in petitioner’s exchange 
at Valparaiso, Indiana, and petition- 
er’s exchange at Hobart, Indiana, for 
the years 1924 to 1928, both years in- 
clusive. Said exhibit was attested by 
Edward E. Day, auditor of North- 
western Indiana Telephone Company, 
under oath. 

Exhibits admitted by petitioner 
were: 


Petitioner's Exhibit No. I: 

Appraisal of petitioner’s property 
at Hobart, Indiana, as of July 1, 
1929, on the basis of estimated cost 
to reproduce new and on the basis of 
July, 1929, prices. Said exhibit was 
identified by John R. Turner, ap- 
praisal engineer, of Glen Ellyn, Illi- 
nois, connected with the Illinois Bell 
Telephone Company. 


Petitioner's Exhibit No. 2: 
Estimated normal annual income 
revenue expense and rate of return 
under the rates proposed by peti- 
tioner ; identified and sworn to by H. 
R. Ball, president and general mana- 
ger of the Northwestern Indiana 
Telephone Company, of which the 
exchange at Hobart is a part. 
Statement D, page 4, was estimated 
normal annual telephone operating 
expenses under proposed rates and 
new plant. By “new plant” is meant 
the present plant as rehabilitated since 
1926. The testimony of petitioner’s 
witnesses was that this estimate of an- 
nual expense was based upon actual 
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experience of five months in 1929 for 
period ending November 30, 1929, 
same being extended to annual basis. 
The actual experience upon which the 
annual operating expense was based 
was not set out. The hearing Com- 
missioner requested that the five 
months’ actual experience be fur- 
nished for the purpose of this cause 
and, when furnished, be considered 
part of the testimony in this cause. 
This request was agreed to readily. 

Exhibit D offered by the Commis- 
sion was a certified copy of this Com- 
mission’s Order No. 8486, approved 
September 1, 1926, in which the 
Northwestern Indiana Telephone 
Company petitioned for authority to 
increase the rates at its exchanges at 
Valparaiso, Indiana, Kouts, Chester- 
ton, Hobart, and Wheeler, Indiana. 
At that time the exchange at Hobart 
had not installed common battery 
service, although petitioner sought 
authority to establish a rate for com- 
mon battery service. In said order, 
on page 6, appears the following state- 
ment: 

“In accordance with the suggestion 
of the presiding Commissioner, it was 
stipulated between petitioner and the 
city of Hobart that no rates would be 
authorized for common battery serv- 
ice at this time, but that petitioner, 
as soon as its new common battery 
plant was installed at Hobart, would 
present the facts to the Commission, 
and ask the Commission to fix a rate 
fair to the utility and to the patrons 
for such service. Accordingly, rates 
for common battery service will not 
be authorized in this order for Ho- 
bart.” 

Petition in the present cause was 
filed in accordance with the under- 


standing quoted above, the improve- 
ments in the Hobart exchange having 
been made in the meantime, so that 
the new equipment was put in service 
June 8, 1929. 


Evidence of Fair Value 

New Depreciated 

Petitioner's Appraisal $220,566.00 $198,303.00 

Additional material 
and supplies 


1,047.00 
$199,350.00 


Commission  Engi- 
neers’ Appraisal $201,476.00 $180,577.00 

Additional material 
900.00 


and supplies 
$181,477.00 


Fixed capital, June 30, 1929 $155,546.42 
Value alleged in original petition 178,000.00 
Value alleged in amended petition 246,000.00 

The appraisal submitted by engi- 
neer for the petitioner was distin~ 
guished in several particulars: 

(1) The appraisal of the physical 
property depreciated, including ma- 
terials and supplies, was approximate- 
ly $19,000 in excess of the corre- 
sponding estimate made by engineers 
for the Public Service Commission. 

(2) One item entering into this ex- 
cess was $5,000 allowed by petition- 
er’s engineer for paving cut, although 
the engineer testified that the paving 
allowed for was not cut in the con- 
struction of the plant as it now exists. 

(3) Another item entering into the 
excess was approximately $5,000 dif- 
ference in appraisal of pole lines, in 
which the petitioner’s appraisal ex- 
ceeded the Commission’s appraisal by 
that amount. This difference was not 
reconciled in the record. 

(4) An item of $677.64, of which 
$321.75 was for decorating, was al- 
lowed to enter into the appraisal. 
Petitioner’s engineer testified that he 
had consulted the lease. Stipulation 
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No. 11 in the lease reads: “It is un- 
derstood and agreed that the initial 
decorating of the premises hereby 
demised will be performed by the les- 
sor at his own expense.” Therefore, 
the Commission believes that the com- 
pany’s testimony tending to justify 
the expenditure for decorating the 
basement and stairway leading to the 
basement is error. 

(5) Petitioner’s engineer testified 
that he obtained man hours estimated 
to be required for reproduction new 
from an analysis he had made of 
other properties outside of the state 
of Indiana. There was no testimony 
that he had determined man hours 
necessary by a study of the Hobart 
territory and property. 

(6) Petitioner’s engineer estimat- 
ed the materials and supplies required 
for Hobart on the basis of the num- 
ber of stations in service. Such an 
estimate can not be justified. 

(7) In-determining cash working 
capital required petitioner’s engineer 
stated that he adopted and used the 
amount given him by petitioner’s 
manager. His adoption and use of 
this item does not justify it. 

(8) Petitioner’s engineer testified 
that his estimate of $22,500 going 
concern value included as an import- 
ant item of same the expense of train- 
ing employees for rendering service. 
He testified, however, that he did not 
know the number of employees en- 
gaged by the company in any class 
of service. He testified also that 
he did not study the income of 
the company in connection with 
his determination of going concern 
value. 

The estimate of petitioner’s engi- 
neer of cost to reproduce new and 


same depreciated and of the fair 
value, after considering the many de- 
fects contained in it, does not deserve 
consideration in this cause as evidence 
of value. 

[1] The manager of the company 
fixed $3,200.00 as the proper amount 
to be allowed for cash working capi- 
tal. He reached this conclusion on 
the basis of expenses covering a 
period of six weeks. The prompt 
payment period for patrons paying 
monthly is the fifteenth day of the 
month during which service is ren- 
dered; for those paying quarterly, 
it is the fifteenth day of the sec- 
ond month of the current quarter. 
The Commission believes that one- 
half of the period used by the 
petitioner’s manager is more than 
sufficient. 

Having considered the evidence of 
value and having considered the 
splendid condition of the property, its 
present volume of business, its pros- 
pects for the future and all other mat- 
ters relating to value, the Commission 
believes. that the fair value of the 
property, including cash working cap- 
ital and going concern value, is not in 
excess of $190,000. 

In reaching this determination of 
value it must be borne in mind that 
almost 20 per cent of the patrons are 
rural party line customers; that the 
rural party lines are not rendering 
service that is fairly comparable to 
the service rendered by single lines 
and party lines within and immediate- 
ly adjacent to the city of Hobart. 
This conclusion is justified by the tes- 
timony of many witnesses, including 
William Bannath, of the Hobart 
Lumber Company, who was a wit- 
ness for the petitioner. 
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Reserve for Accrued Depreciation 


The Commission’s audit (Commis- 
sion Exhibit C), on page 3, contained 
the following: 

“We were also informed that the 
fixed capital account of Hobart ex- 
change had not been credited for old 
equipment which had been replaced 
by new, and that this accounting 
would be made when salvage value of 
this equipment is ascertained.” 

Oral testimony by the president and 
general manager supported the above 
statement as being correct. Said tes- 
timony was to the effect that equip- 
ment retired was charged to reserve 
for accrued depreciation and salvage 
value thereof would be credited to re- 
serve for accrued depreciation when 
such equipment is disposed of and the 
salvage value determined in dollars. 

This company has carried its re- 
serve for accrued depreciation in a 
book account for the entire company. 
No single exchange in this company’s 
properties had been given an alloca- 
tion of its portion of reserve for ac- 
crued depreciation. Petitioner’s wit- 
nesses stated that within the last few 
weeks allocation of said reserve to the 
several exchanges had been entered 
upon the books and is now being so 
carried. On the basis of capital in- 
vestment as shown by the books the 
balance of reserve for accrued depre- 
ciation applicable to the exchange at 
Hobart should be approximately $24,- 
740. 

The company’s practice of carrying 
its depreciation reserve as has been 
done makes difficult a proper consid- 
eration of this reserve as an element 
of fair value. The balance shown to 
be in this reserve for the entire com- 


pany, at June 30, 1929, was $83,- 
864.94. This has been carried in a 
book account, whereas it should have 
been carried in a fund, as required 
by law. (See § 25 of the Shively- 
Spencer Public Utility Commission 
Act and Acts 1925, Chapter 64, page 
210.) 

[2] Many utilities are believed to 
carry reserve for accrued depreciation 
in a book account and are believed 
not to carry in a fund as required 
by law. A public utility is not dif- 
ferent from any citizen and, there- 
fore, it is assumed to know the law 
and to comply with its requirements. 
This utility will be compelled to com- 
ply with the law as to this reserve; 
and this utility should be no different 
from any other public utility in its 
attitude toward the law applicable to 
it. 

[8] The practice, as in the instant 
case, of the utility charging the retire- 
ments to the depreciation reserve and 
failing to credit the same to invested 
capital results in an over-statement 
of the invested capital in the Hobart 
exchange. Therefore, as one evi- 
dence of value this utility’s statement 
of its invested capital cannot be given 
the definite and accurate weight that 
it should be given as one evidence of 
value of the property. The retire- 
ment from the Hobart exchange of 
poles, wire, telephone instruments, 
and other facilities for rendering serv- 
ice, as practiced by this petitioner in 
the instant case, tends to over-state all 
evidences of fair value to be arrived 
at for rate base. If the estimated 
cost to reproduce new depreciated 
were the sole evidence of value the 
practice referred to would not militate 
against the interest of the patron so 


436 





we 
_ 


CMO OW eee eee we 


RE NORTHWESTERN INDIANA TELEPHONE CO. 


much, but estimated cost to reproduce 
new depreciated is not the sole evi- 
dence of value. If it were, a public 
utility could not be made to feel any 
restraint against the over-building of 
its property and apply for rates to 
yield a return upon such over-build- 
ing. The patron, therefore, would be 
helpless against the practice of any 
utility that might, though rarely, be 
so inclined. 
Findings 

[4, 5] Having considered all of the 
evidence available in this cause, the 
Commission finds : 

(1) That the time of inquiry in 
this cause ended with the date of 
hearing January 8, 1930. 

(2) That the fair value of the 
property used and useful in the Ho- 
bart exchange is not in excess of 
$190,000. 

(3) That the statement of invest- 
ed capital as shown on the books of 
the company is over-stated by reason 
of facts disclosed in the discussion 
above. 

(4) That the amount of deprecia- 
ble property in the telephone exchange 
of the Northwestern Indiana Tele- 
phone Company at Hobart, Indiana, 
is not in excess of $125,000. 

(5) That the rate now in effect in- 
tended to provide for reserve for ac- 
crued depreciation will not be dis- 
turbed. 

(6) That the reserve for accrued 
depreciation must be kept in a fund 
as required by law, as cited in dis- 
cussion in this order heretofore. 

(7) That the several accounts of 
the company and of reserves lawfully 
provided for must be kept by the 
company for its exchange at Hobart, 


Indiana, as if the exchange at Hobart, 
Indiana, were not related to the sev- 
eral other telephone exchanges owned 
and operated by the same company 
that owns and operates the telephone 
exchange at Hobart. 

(8) That the rates and charges 
for service now in effect at the Ho- 
bart exchange are too low and should 
be set aside and such rates substituted 
therefor as will tend to give a fair 
return on petitioner’s property when 
considered in connection with the 
service rendered. 

(9) That the rates proposed by 
petitioner to be put in effect in lieu 
of existing rates are too high to be 
fair to patrons of petitioner at its 
Hobart exchange, and will not be 
adopted by this Commission as peti- 
tioned for. 

(10) That the rates and charges 
set out below are believed by the Com- 
mission to be adequate to meet the 
reasonable requirements of the com- 
pany at its Hobart exchange and said 
rates and rules will be approved later 
in this order. 

(11) That the rules and regula- 
tions as set out below in connection 
with said schedule of rates and 
charges are reasonable and should be 
put in effect in connection with the 
schedule of rates and charges, and it 
will be so ordered: [Rate schedule 
omitted]. 


Regulations 


[6-12] 1. An applicant whose 
credit is unknown or unsatisfactory 
to the company is required to make 
an advance payment for not to ex- 
ceed three months’ service. 

2. Where the cost of installation is 
out of proportion to the exchange 
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revenue it produces, the subscriber 
will be required to pay a reasonable 
proportion of such cost. 

3. Following the acceptance of the 
company of an application for service, 
the company assigns a telephone num- 
ber, but this number is not a part of 
the contract and may be changed at 
any time at the discretion of the com- 
pany. 

4. Under average conditions the 
company requires ten days to arrange 
for and complete an order to install 
or move a telephone. 

5. To guard against the interfer- 
ence with the service, unauthorized 
attachments with the telephone lines 
or instruments are prohibited. 

6. For any complete failure of 
service of which notice in writing has 
been sent to the company’s local office, 
and which has continued for more 


than twenty-four hours thereafter, an 
abatement of the contract charge shall 
be made for the period of such inter- 
ruption. 

7. The continuous use of a party 


line is limited to five minutes. Party 
line subscribers are necessarily asso- 
ciated on the line with others located 
nearest to them and using the same 
class of service. Mutual accommoda- 
tions usual in public service of any 
kind, where two or more persons are 
jointly concerned, must be observed 
between party line users. 

8. Where the service of a sub- 
scriber is temporarily discontinued 
and the telephone number is retained 
during the absence on vacation, one- 
half the regular rental shall be 
charged during such period, provided 
written notice of the temporary dis- 
continuance of service is given to the 
company in advance. 


made _ until 


9. Bills are rendered once a month, 
to cover (a) one month’s charges for 
local exchange service in advance, and 
(b) toll and other charges in arrears. 
Bills are payable at the office of the 
company. If not paid on or before 
the 15th day after issuance of the bill, 
written notice calling attention to that 
fact will be sent the subscribers; after 
which action on the service may be 
discontinued, without further notice, 
if a settlement of the account is not 
made on or before the last day of the 
month. 

When settlement of the bill is made 
before telephone instruments have 
been removed from the premises, 
service will be restored upon payment 
of the following restoral of service 
charge: 

(a) If service has been suspended 
one way only, $.50. 

(b) If service has been suspended 
both ways, $1.00. 

When settlement of the bill is not 
telephone instruments 
have been: removed from the prem- 
ises, the regular service connection 
charge applies. 

10. Not more than two joint users 
will be allowed on individual service 
nor more than two joint users per 
trunk on P.B.X. service. 

11. Two-party service beyond the 
established exchange area will be fur- 
nished only when two parties outside 
said area, but within } mile of each 
other, apply for service at the two- 
party rate. 

12. Rural service is furnished only 
where at least two subscribers are 
secured for each one mile of line 
built. 

13. Four-party service is furnished 
only where at least two subscribers 
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within the limits of a single block ap- 
ply for such service, or there is a va- 
cancy on an existing circuit. 

14. Four-party service beyond the 
established exchange area will be fur- 
nished only when at least three par- 
ties outside said area, who are within 


a radius of one-quarter mile of each 
other, apply for service at the four- 
party rate. 


McCardle, Chairman, Ellis, and 
West, Commissioners, concur; McIn- 
tosh, Commissioner, absent. 





NEW YORK DEPARTMENT OF PUBLIC SERVICE 
STATE DIVISION, PUBLIC SERVICE COMMISSION 


Re New York Telephone Company 


[Case No. 6177.] 


Rates — Reduction following court injunction — Utility schedule. 
1. Pending a final determination of reasonable rates, the Commission 
ordered a temporary reduction of 20 per cent applicable to the increased 
schedules sought to be placed into effect by a telephone company follow- 
ing the granting to it of an injunction by a Federal court against a prior 
rate order of the Commission, where the company’s schedule would yield 
much more revenue than required by the court findings, and where such 
temporary rates would at least yield the amount of return held necessary 
by the court to avoid confiscation, p. 444. 

Rates — Jurisdiction of the Commission — Court injunction. 
2. Following a Federal court injunction restraining its own rate order, 
the Commission may properly determine not only the proper rate base to 
be used for additional revenue required by the court decree, but also may 
ascertain if the schedules proposed by the utility would yield a greater 
or less revenue than required by such decree, p. 444. 

Rates — Jurisdiction of the Commission — Court injunction. 
3. The Commission may properly proceed to the formation of a complete 
new rate schedule to yield additional revenue required by a Federal court 
injunction restraining its own prior rate order, where such additional 
revenue obtained by a flat percentage of increase would result in dis- 
criminatory and preferential rates as between different classes of sub- 
scribers, p. 444. 


[January 31, 1930.] 


| apres by the Commission on its own motion into the 
rates, rules, and practices of a telephone company; tem- 
porary rates established. 
* 
In the Matter of the Hearing on charges and rentals and regulations 
motion of the Commission as to rates, and practices affecting the rates, 
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charges and rentals of the New York 
Telephone Company. 
6177.) 

Decided, January 31, 1930. 


[Case No. 


TEMPORARY RATES. 


APPEARANCES: Charles G. Blakes- 
lee, Counsel to Public Service Com- 
mission, Sherman C. Ward, Assist- 
ant Counsel, and Melvin L. Krule- 
witch, Assistant Counsel; Hamilton 
Ward, Albany, Attorney General of 
the state of New York; Thomas F. 
Fennell, Albany, Special Assistant 
Attorney General of the state of New 
York; Charles T. Russell, New York 
city, Vice-president and General 
Counsel, for the New York Telephone 
Company; Edward W. Beattie, New 
York city, General Attorney for the 
New York Telephone Company ; Paul 
H. Burns, New York city, Attorney 
for the New York Telephone Com- 
pany; Edward L. Blackman, New 
York city, Trial Counsel for the New 
York Telephone Company; Walton 
Clark, Jr., New York city, of Coun- 
sel, for the New York Telephone 
Company; John Boyd Thacher, Al- 
bany, Mayor of the city of Albany; 
George A. Reilly, Albany, Corpora- 
tion Counsel for the city of Albany; 
Cornelius Burns, Troy, Mayor of the 
city of Troy; T. Stewart Hubbard, 
Troy, Corporation Counsel for the 
city of Troy; Frank S. Parmenter, 
Troy, Assistant Corporation Counsel, 
city of Troy; James S. Fleming, 
Troy, Member of the Industrial Com- 
mission of Troy; Clarence A. Mc- 
Nally, Rensselaer, Mayor of the city 
of Rensselaer; George W. Stedman, 
Albany, Attorney for the town of 
Colonie; Henry C. Fagal, Schenec- 
tady, Mayor of the city of Schenec- 


tady; Carleton H. Lewis, Schenec- 
tady, Corporation Counsel of the city 
of Schenectady; Alvin C. Spitzer, 
Scotia, Mayor of the village of Sco- 
tia; William A. Gardner, Amsterdam, 
Mayor of the city of Amsterdam; 
George F. Turner, Amsterdam, Com- 
missioner of Public Safety, for the 
Mayor of the city of Amsterdam; F. 
J. Moore, Herkimer, Attorney for the 
village of Herkimer; Clarence W. 
Smith, Johnstown, City Attorney for 
the city of Johnstown; Arthur C. 
Tedd, Rome, Mayor of the city of 
Rome; Francis J. Lawlor, Rome, Cor- 
poration Counsel for the city of 
Rome; J. A. Evans, Little Falls, City 
Attorney for the city of Little Falls; 
Frank P. Malpass, Syracuse, Corpo- 
ration Counsel for the city of Syra- 
cuse; Clarence M. Platt, Rochester, 
Corporation Counsel for the city of 
Rochester ; Frederic C. Rupp, Buffalo, 
Assistant Corporation Counsel for the 
city of Buffalo; A. P. Ronan, Buffalo, 
Assistant Corporation Counsel for the 
city of Buffalo; W. A. Morgan, Jr., 
Buffalo, Public Utilities Statistician, 
Law Department; George W. Knox, 
Niagara Falls, Corporation Counsel 
for the city of Niagara Falls; Milton 
E. Praker, North Tonawanda, Cor- 
poration Counsel for the city of North 
Tonawanda; Edward T. Malone, 
Lackawanna, Mayor of the city of 
Lackawanna; Charles A. Williams, 
Batavia, Mayor of the city of Bata- 
via; Paul Weiss, Dunkirk, Mayor of 
the city of Dunkirk; C. B. Livermore, 
Silver Creek, Attorney for the vil- 
lage of Silver Creek; B. H. Bebee, 
Silver Creek, President of the village 
of Silver Creek; John A. Slade (by 
John J. O’Malley), Saratoga Springs, 
City Attorney for the city of Saratoga 
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Springs, and for the Chamber of 
Commerce; J. Ward Russell, Glens 
Falls, Corporation Counsel for the 
city of Glens Falls; William Heil, 
Hudson Falls, Mayor of the village of 
Hudson Falls; Ralph P. Smith, Hud- 
son Falls, Village Attorney for the 
village of Hudson Falls; Frank H. 
Wood, Lake George, Mayor of the 
village of Lake George; W. E. Tim- 
merman, Saranac Lake, Village Man- 
ager for the village of Saranac Lake; 
Eugene I. Van Buren, Castleton-on- 
Hudson, Mayor of the village of Cas- 
tleton-on-Hudson; E. J. Dempsey, 
Kingston, Mayor of the city of King- 
ston; John B. Van Dewater, Pough- 
keepsie, Corporation Counsel of the 
city of Poughkeepsie; John T. Kelly, 
Beacon, Attorney for the village of 
Beacon; Harry J. Laragh, Yonkers, 
Corporation Counsel for the city of 
Yonkers; Arthur J. W. Hilly (by M. 
M. Fertig and Harry Hertzoff, As- 
sistants Corporation Counsel), New 
York, Corporation Counsel of the city 
of New York; John Bauer, New 
York, Rate Expert for Utility Con- 
sumers’ League of the city of New 
York; Leland Olds, New York, Eco- 
nomic Counsel, Community Councils 
of the city of New York; Phil De- 
Angelis, Bronx, Committeeman for 
the Bronz Chamber of Commerce; A. 
V. Brandon, Bronx, Director of the 
Bronx Chamber of Commerce, also as 
President of the Central Bronx Ga- 
rage Owners Association; David B. 
Tolins, Long Beach, Corporation 
Counsel of the city of Long Beach; 
Thomas J. Hogan, Long Beach, City 
Treasurer, for Mayor Frankel, Mayor 
of the city of Long Beach; R. C. 
Daisley, Rockville Centre, Trustee of 
the village of Rockville Centre; C. E. 


Richmond, Rockville Centre, Mayor 
of the village of Rockville Centre; 
Cortlandt Kiernan, Sag Harbor, Vil- 
lage Attorney for the village of Sag 
Harbor; Thomas G. Barnes, Ossin- 
ing, Attorney for the village of Os- 
sining; Patrick J. Rooney, New Ro- 
chelle, Corporation Counsel of the 
village of New Rochelle; Louis Zin- 
gesser, Mamaroneck, Corporation 
Counsel for the village of Mamaro- 
neck; Ralph A. Gamble, New York, 
Counsel for the town of Mamaroneck, 
Westchester county; George W. Bur- 
ton, Mamaroneck, Supervisor of the 
town of Mamaroneck; James Berg, 
Mount Vernon, Mayor of the city of 
Mount Vernon; J. Henry Esser, 
Mount Vernon, Corporation Counsel 
of the city of Mount Vernon ;’Charles 
D. Millard, Tarrytown, Supervisor 
of the village of Tarrytown; Walter 
G. Seely, Port Chester, Counsel for 
the town of Rye, and Secretary of the 
Port Chester Chamber of Commerce; 
Arthur Boniface, Scarsdale, Village 
Engineer of the village of Scarsdale; 
Frederick G. Schmidt, Port Chester, 
Corporation Counsel for the village of 
Port Chester, and also Supervisor of 
the town of Rye; Herbert H. Ray, 
Binghamton, First Assistant Corpora- 
tion Counsel for the city of Bingham- 
ton; J. E. Connerton, Johnson City, 
Village Attorney for the village of 
Johnson City; Frank P. Robinson, 
Elmira, Mayor of the city of Elmira; 
William D. Elder, Auburn, Corpora- 
tion Counsel for the city of Auburn; 
George I. Teter, Geneva, City Attor- 
ney for the city of Geneva; Herman 
Bergholtz, Ithaca, Mayor of the city 
of Ithaca; Joseph H. McCloskey, 
Freeport, Trustee of the village of 
Freeport; Joseph D. Foley, Water- 
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vliet, Corporation Counsel of the city 
of Watervliet; R. J. Murray, Water- 
vliet, General Manager of the city of 
Watervliet; J. Herbert Gilroy (by 
Martin J. Lutz, First Assistant Cor- 
poration Counsel), Utica, Corpora- 
tion Counsel of the city of Utica; F. 
W. Bach, Ilion, Street Commissioner, 
representing the Mayor of the city of 
Ilion. Eben A. Wood, Peekskill, Cor- 
poration Counsel of the village of 
Peekskill ; George C. Lewis, Lockport, 
Corporation Counsel of the city of 
Lockport; W. K. Hagginbotham, 


Catskill, President of the village of 
Catskill; Frank C. Moore, Kenmore, 
Attorney for the village of Kenmore. 


By the CoMMISSION : 


General Statement of Proceeding. 

This Commission, by order made 
on January 24, 1930, directed an in- 
vestigation and public hearings as to 
rates, charges, tolls, and rentals of the 
New York Telephone Company in 
order that the Commission might be 
enabled to determine just and rea- 
sonable rates, charges, tolls, and 
rentals to be hereafter charged by the 
said company. 


State-wide Telephone Rates. 

The facts leading up to the making 
of the above order are: 

In 1921, when the present Commis- 
sion took office, it found pending 
more than 135 separate telephone rate 
cases based on complaints made by 
municipalities throughout the state. 
Two proceedings, those of Buffalo 
and Syracuse, had been heard by the 
former Second District Commission 
but remained undetermined. This 
Commission, after a study of the rec- 
ords in the proceedings and listening 


to oral argument, determined the two 
matters and issued rate orders. 

From its examination and study of 
the entire situation, however, the 
Commission became of opinion that 
it was necessary to enter upon a gen- 
eral investigation of the rates and 
practices of the New York Telephone 
Company throughout the entire state. 
Therefore, upon its own initiative, 
the Commission began a proceeding 
known on its records as Case No. 377. 
A most inclusive program of - pro- 
ceedings was prepared, and public 
hearings were entered upon. It was 
without question the most comprehen- 
Sive investigation of the telephone 
situation ever undertaken and carried 
through by any regulatory body in 
this state. 

At the hearings many municipali- 
ties were represented by counsel, the 
Attorney General of the state as- 
signed special deputies who took an 
active part, and searching investiga- 
tion was made into the intercorporate 
relationship of the New York Tele- 
phone Company, the American Tele- 
phone & Telegraph Company, and the 
Western Electric Company. After 66 
hearings had been held during which 
over 10,500 pages of testimony had 
been taken and over 400 separate ex- 
hibits had been received, this Com- 
mission on January 25, 1923, P:U.R. 
1923B, 545, made its order fixing a 
form of rate structure and the rates 
applicable thereto, for each exchange 
area in the state of New York outside 
of the city of New York. Concur- 
rently with this state-wide investiga- 
tion, the Commission had continued 
a proceeding (pending undetermined 
before the Public Service Commission 
for the Second District) regarding 
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the rates of the New York Telephone 
Company in the city of New York; 
and on the same date, January 25, 
1923, supra, an order was also made 
fixing telephone rates in New York 
city and the territory adjacent thereto. 

The rates fixed by the Commission 
in these two proceedings were put in 
effect by the New York Telephone 
Company. They became effective 
March 1, 1923, and so far as every 
city, village, and town outside of the 
city of New York is concerned, are 
and have been continuously in effect 
since that date and are yet today the 
rates and charges in effect in the state 
of New York outside of New York 
city. 


Federal Court Injunctions and Sub- 
sequent Rate Orders. 

Early in 1924 the New York Tele- 
phone Company petitioned the Com- 
mission to increase these rates so 
fixed both in the city of New York 
and the state outside of that city, and 
hearings were begun on that petition. 
After such hearings had gone on for 
a few weeks, the company filed a sec- 
ond petition asking that the Commis- 
sion permit the immediate collection 
of increased rates pending the final 
determination of the proceeding. 
This request for immediate tempo- 
rary increases not being acted upon, 
the New York Telephone Company 
procured a restraining order from the 
United States Court and moved be- 
fore a statutory court for a temporary 
injunction which was granted on the 
first day of May, 1924, permitting the 
company to add a 10 per cent sur- 
charge to its rates in the city of New 
York, but denying the company’s ap- 
plication for a surcharge on the rates 


in the balance of the state. The Fed- 
eral court appointed a Master to hear 
and report on the issues. 

On the 26th day of May, 1926, 
P.U.R.1926E, 1, the Commission by 
order authorized an increase in rates 
in the city of New York (slightly over 
the amount of the 10 per cent sur- 
charge allowed by the Federal court) 
but no increase was directed for the 
balance of the state. 


Case Before Master. 

The United States District Court 
appointed Isaac R. Oeland Special 
Master to take testimony and report 
thereon to the court. In October, 
1924, the Special Master began his 
hearings and continued them for up- 
wards of four years. During all this 
period this Commission was repre- 
sented by its counsel and one or more 
of its assistant counsel. In addition, 
to cross-examining the company’s 
witnesses, the Commission employed 
expert witnesses and introduced much 
evidence of its own. At the conclu- 
sion of. the hearings and on account 
of the great size of the record, the 
Master requested briefs to be sub- 
mitted. A brief was prepared by this 
Commission in conjunction with the 
Attorney General of the state of New 
York. It consisted of over 400 pages 
and contained a detailed digest of the 
evidence and citations of court deci- 
sions deemed pertinent to the contro- 
versy. An exhaustive brief was sub- 
mitted by the corporation counsel of 
New York city. On March 11, 1929, 
the Special Master made his report 
to the court. He found that the rates 
as fixed by the Commission’s orders 
of 1923 and 1926 were so low as to 
result in a confiscation of the tele- 
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phone company’s property. He fur- 
ther fixed a value of the company’s 
property as of July, 1926, of $518,- 
109,584 and as of July, 1928, of 
$593,128,494. He found that the 
company was entitled to a return of 
8 per cent upon such valuation. 


Federal Court Decree. 

All defendants filed exceptions to 
the Master’s findings, and upon mo- 
tion for confirmation of the report 
held by three judges of the United 
States Circuit Court, the Commis- 
sion, the Attorney General of the 
state and the city of New York unit- 
ed in preparing and filing a joint brief. 
Oral argument by counsel, represent- 
ing the company and each of the 
three defendants, was had before the 
court on May 29, 1929, and after con- 
sidering the case for several months 
the court on November 11, 1929, 
handed down its decision ; after argu- 
ment thereon and after several cor- 
rections were made in the opinion, the 
final decree was made on December 
20th, and filed on December 27, 1929, 
36 F. (2d) 54, P.U.R.1930B, 33. 

The court found the existing rates 
to be insufficient to yield to the com- 
pany a fair return on its property, 
and to be illegal because confiscatory. 
But the court made drastic reductions 
in the valuation fixed by the Master. 
About $56,655,000 was ordered omit- 
ted. This related to certain over- 
heads and intangible values including 
“inexperience factor” and “going 
value.” The depreciation was found 
to exceed that fixed by the Master by 
over $60,800,000. (These figures 
relate only to intrastate property af- 
fected by the orders of the Commis- 
sion. ) 


The rate of return to which the 
company was entitled was reduced 
from 8 to 7 per cent. By paragraph 
one of the final decree the court de- 
termined that the fair value of the 
plaintiff's property throughout the 
state of New York used and useful 
in furnishing intrastate service direct- 
ly affected by and subject to the re- 
strictions of the rate orders of the de- 
fendant Commission complained of in 
this suit, on July 1, 1926, was $400,- 
571,699.72 and on July 1, 1928, was 
$475,590,609.72. 

The court further determined that 
any rate that did not result in an earn- 
ing of 7 per cent on such valuation 
was confiscatory. 


Existing Situation as to Telephone 

Rates. 

[1-3] The rates fixed by this Com- 
mission in its orders of 1923, P.U.R. 
1923B, 545, and 1926, P.U.R.1926E, 
1, were arrived at after long and ex- 
haustive public hearings. The bene- 
fit of the advice and experience of 
the experts of the Commission trained 
in years of telephone regulation was 
had by the Commission. These rates 
fixed represented the Commission’s 
best judgment and were determined 
by it to be just and proper. How- 
ever, these rates have been declared 
void by the court. This Commission 
is bound by that decree. It cannot 
be evaded, nor does the Commission 
propose to attempt to do so. It is 
the law of the land, and future rates 
must be so increased as to provide the 
added return determined by the court 
to be necessary. 


Telephone Rates. 
During the hearings of this Com- 
mission which terminated with its or- 
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der of January 25, 1923, supra, the 
Commission had considered the man- 
ner in which rates for telephone serv- 
ice ought to be spread among the dif- 
ferent classes of telephone subscrib- 
ers. The entire territory of the com- 
pany was divided into rate groups 
and each of the exchange areas in the 
state was separately examined as to 
population, telephone use, free calling 
area, physical conditions, and other 
relevant factors. Consideration was 
also given to the type of service used 
in each exchange area, that is to say, 
business, residential, or rural, and a 
further separation had to be made in 
the residential group between single 
party and two and four party line 
service. 

The same form of rate structure 
was adhered to with but slight 
changes when the 1926 Commission 
rates were made effective. In the 
seven years that have elapsed since 
this form of rate structure was de- 
vised, conditions in many sections of 
the state have changed. The popula- 
tion of certain communities has in- 
creased at a greater rate than in oth- 
ers. The demands for different types 
of equipment or more expensive serv- 
ice have not been the same in all ex- 
change areas. The cost of the rendi- 
tion of certain special service has in- 
creased in a greater proportion than 
have the costs of other services. 

To be equitable, rates must not 
only produce a total amount of rev- 
enue sufficient to pay the operating 
expenses and a reasonable return upon 
the value of the property used and 
useful, but they must be so arranged 
in the rate structure that no single 
telephone subscriber pays a larger 
percentage of the total revenue than 


the cost and value of his service jus- 
tify. Otherwise, unjustly discrimina- 
tory or unduly preferential conditions 
exist. 

As has been stated, the Federal 
court has decreed that additional 
revenue must be had by the New 
York Telephone Company. Such in- 
crease in revenue can only be had 
from an increase over existing rates. 
The present existing rates have been 
declared illegal because confiscatory. 

On December 27, 1929, 36 F. (2d) 
54, P.U.R.1930B, 33, 61, the decree 
of the Statutory Court was filed. 
Paragraph 8 of the decree contained 
the following provisions : 

“8. That until the Public Service 
Commission in accordance with law 
fixes new rates, rentals and charges 
for the classes of telephone service 
covered by said orders of the defend- 
ant, the enforcement of which is per- 
manently enjoined by this decree, the 
plaintiff may increase its rates, ren- 
tals, and charges for such service pro- 
vided and upon condition that such 
return shall not be in excess of 7 per 
cent upon the fair value of its prop- 
erty, used and useful, in the rendi- 
tion of said classes of telephone serv- 
ice.” 

Pursuant to the above, the New 
York Telephone Company could 
have at once charged rates sufficient 
to yield the return determined by the 
court to be proper. Undoubtedly ap- 
preciating, however, that a flat per- 
centage increase might result in un- 
justly discriminatory and unduly 
preferential rates, it prepared an en- 
tirely new rate schedule. This sched- 
ule was not submitted for the approv- 
al of this Commission or filed with 
it. Under the terms of the decree 
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the company claims it did not have 
to follow such procedure. It notified 
the Commission, however, and by 
public advertising in newspapers and 
by letter notified its subscribers of the 
proposed new rates and that they 
would be effective February 1, 1930. 

Such schedules were received by 
the Commission late on January 20, 
1930. The Commission then direct- 
ed the company to prepare and submit 
detailed statements setting forth the 
revenue effected and the changes re- 
sulting from the new schedule of 
rates. These statements were filed 
with the Commission on January 27, 
1930, at 5 P. M. 

Since the receipt of the schedules 
the Commission’s engineers and ac- 
countants have literally worked night 
and day in making checks and anal- 
yses. It has been ascertained that 
these new schedules increase rates in 
many exchanges and in various classes 
of service; rates in other exchanges 
and in certain classes of service re- 
main as fixed by present existing 
rates; rates in several exchanges are 
reduced from the present existing 
rates; the loss of revenue to the com- 
pany, or in other words, the total 
dollar decrease from existing rates un- 
der the company’s schedule, is said 
to amount to more than two million 
dollars, 

From the experience of the Com- 
mission in the preparation of rate 
schedules, it was at once apparent that 
no new complete rate schedule could 
be prepared and promulgated prior to 
February lst by the Commission. The 
difficulties of such a task need not be 
further outlined than to state that the 
company’s expert stated that a force 
of fifteen had been employed for about 


a year and a half in the preparation of 
the company’s schedules. The Com- 
mission is not, however, attempting to 
evade this difficult task and before the 
final rates are promulgated this will 
be done. Time, however, prevents its 
consideration if the Commission is to 
fix rates to become effeciive on or be- 
fore February Ist. 

The added revenue required by the 
Federal court decree if applied by a 
flat percentage of increase would in 
the opinion of the Commission be dis- 
criminatory and preferential and fur- 
ther would result, if applied to present 
rates, in increases to many subscrib- 
ers whose rates are left unchanged by 
the company’s proposed schedule and 
in more drastic increases to those 
whose rates are reduced under the 
company’s proposed schedule. And 
what the effect of a flat percentage of 
increase would be requires something 
more than a mere mathematical com- 
putation. Rate changes always result 
in a shifting by many subscribers of 
the type of service which they have 
been using and no matter what the 
experience or qualifications of a rate 
engineer or regulatory body may be, 
the effect of a flat percentage increase 
applicable to the entire rate structure 
of a utility of a type similar to the 
New York Telephone Company can 
never be known with reasonable ac- 
curacy until the effect of the new rates 
are checked by experience. 


Present Value of Company's Property 


As set forth in the preceding head- 
ing, the court has determined the value 
of the property of the New York Tele- 
phone Company. To bring forward 
this value to the present time two nec- 
essary facts must be determined: 
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1. The amount of net additions. 

2. The change in the amount of de- 
preciation existing in the plant be- 
tween July 1, 1926, and December 31, 
1929. 

For the purpose of the present or- 
der, but not as a determination to be 
binding on the Commission in future 
proceedings, figures submitted by the 
company are accepted, as an investiga- 
tion regarding them is not immediate- 
ly possible. Such net additions 
amount to $76,596,875. 

Upon the question of depreciation a 
much more complicated situation 
arises. For an understanding of this 
question a brief statement of the 
method adopted by the Special Mas- 
ter and how it was modified and 
changed by the court seems desirable. 
At the hearings held before the Spe- 
cial Master much time was consumed 
in receiving evidence as to the depre- 


ciation practices of the company and 
what was the existing depreciation in 
the plant. The practice of the tele- 
phone company is to add to its operat- 
ing expenses an amount for accruing 


depreciation. This amount is placed 
in a reserve known as depreciation re- 
serve, and as portions of the plant are 
retired from service their cost less sal- 
vage is deducted from such reserve. 
This practice has been followed by 
the company for many years. The 
Special Master disregarded entirely 
the depreciation reserve in determin- 
ing the amount of existing deprecia- 
tion. The Statutory Court, however, 
corrected the Master in this respect. 
In the opinion of the court it was 
held : 

“The record satisfactorily shows 
that there is more reason to believe 
that the actual existing depreciation 


in the plaintiff’s property is reflected 
by the amount of its reserve for de- 
preciation than that it is shown by the 
estimate of experts who stated ob- 
served depreciation, which sum only 
was deducted by the master. For 
these reasons, the plaintiff has failed 
in the burden, resting upon it, to prove 
that the reserve depreciation was 
greater than the actual depreciation, 
both seen and unseen, as measured by 
the depreciation reserve.” 36 F (2d) 
54, P.U.R.1930B, 33, 52. 

The entire depreciation reserve was, 
therefore, deducted by the court in ar- 
riving at its valuation of July 1, 1926, 
thus making an increase over the 
amount deducted by the Master of 
$60,832,500 (87.75 per cent of the en- 
tire depreciation reserve was taken). 

In this proceeding, and at the hear- 
ing of January 28, 1930, the New 
York Telephone Company through its 
valuation engineer, Mr. Whittemore, 
introduced an exhibit setting forth 
rate bases as of different dates and 
purporting to be the value of the com- 
pany’s property as of such dates. 

These valuation figures included 
one of $557,344,931 as being the fair 
value of intrastate property affected 
by the Commission’s order as of De- 
cember 31, 1929. 

In the valuation so submitted he 
concededly made no deduction for de- 
preciation that has taken place in the 
property since the dates which the 
Statutory Court uses in arriving at 
the rate bases set forth in its opinion. 
Consideration must be given to this 
loss of value. 

On this point the Statutory Court 
said : 

“But if the actual depreciation ex- 
ists to the extent that the plaintiff has 
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claimed in building up this reserve, it 
exists as much for valuation purposes 
as it did for the creation of the sur- 
plus. Whether or not the plaintiff ad- 
mits the depreciation now, or must do 
so in the future, is unimportant, for 
it is there, and the time of its admis- 
sion is immaterial on the question of 
its existence. If, as claimed by the 
plaintiff, sound honest business meth- 
ods have been followed and the 
straight line method pursued by it was 
not excessive, the depreciation reserve, 
when added to the property now or at 
any time, would be no more than suf- 
ficient to keep the actual value of the 
property constant. The record satis- 


factorily shows that there is more rea- 
son to believe that the actual existing 
depreciation in the plaintiff’s property 
is reflected by the amount of its re- 
serve for depreciation than that it is 
shown by the estimate of experts who 


stated observed depreciation, which 
sum only was deducted by the master. 
For these reasons, the plaintiff has 
failed in the burden, resting upon it, 
to prove that the reserve depreciation 
was greater than the actual deprecia- 
tion, both seen and unseen, as meas- 
ured by the depreciation reserve. 

“In New York Teleph. Co. v. Pren- 
dergast (1924) 300 Fed. 822, 825, 
P.U.R.1925A, 491, 496, this court 
said: 

‘To deduct from the fair value of 
plaintiff's property the entire book re- 
serve for depreciation, in order to 
reach a rate base, was error of law. 
In point of fact the property had not 
depreciated that much; the Commis- 
sion did not find any such deprecia- 
tion.’ 

“Before the master, the plaintiff 


was permitted to show actual deprecia- 
tion which might justify its claim 
made at the hearing for the prelimin- 
ary injunction. But now, with the 
burden upon it to establish what its 
property was worth as the reproduc- 
tion cost, less actual though not real- 
ized depreciation, it has failed to meet 
that burden. When it built up its re- 
serve, it claimed the reserve as its ac- 
tual depreciation. It cannot now take 
an inconsistent position about depre- 
ciation, without fully establishing it, 
and it has weakened its proof of pres- 
ent value accordingly. The plaintiff 
was right about depreciation when it 
created its reserve and it is wrong, in 
its position now, in its claim for a les- 
ser sum as actual depreciation in this 
effort to establish fair value. (Rail- 
road Commission v. Cumberland 
Teleph. & Teleg. Co. (1909) 212 U. 
S. 414, 53 L. ed. 577, 29 Sup. Ct. Rep. 
357; Knoxville v. Knoxville Water 
Co. (1909) 212 U. S. 1, 53 L. ed. 
371, 29 Sup. Ct. Rep. 148; Chesa- 
peake & P. Teleph. Co. v. Whitman 
(1925) 3 F. (2d) 938, P.U.R.1925D, 
407 ; Idaho Power Co. v. Thompson 
(1927) 19 F. (2d) 547, P.U.R. 
1927D, 388). The reserve deprecia- 
tion must be divided by that percent- 
age of the whole of the property 
which is devoted to intrastate serv- 
ice.” 36 F. (2d) 54, P.U.R.1930B, 
33, 52. 

This investigation is still proceed- 
ing and before it closes the company 
will have ample opportunity to fur- 
nish all proof on this subject which it 
deems advisable, so for the purpose of 
fixing temporary rates these items 
have been deducted as appears by the 
following table: 
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RE NEW YORK TELEPHONE COMPANY 


Depreciation reserve, December 31, 1929 .... 





Depreciation reserve, December 31, 1929, applicable to intrastate property 


(85.55% of $166,605,637) .....eseee ceeee 


Depreciation deducted by the master 


Reproduction cost new, all property ...... 
Reproduction cost new, less depreciation .. 


Depreciation associated with all property 





Depreciation associated with intrastate property (85.75% of 


$53,647,819) 
Depreciation deducted by the court 
In addition to that deducted by the master 


Depreciation associated with net additions 


Placed between July 1, 1926, and July 1, 1928 


Total depreciation which has been deducted in arriving at the 
company’s valuation as of December 31, 1929, of 


eee ee eee ee eee eee ee eee eee) 


inka iaidatinn’ see vedas aan wae $166,605,637 
reaheekouaak jedcaredbcitveceass ae 
sitideaiasRaaiaal $657,857,248 
BR LIOR I ABT be 604,209,429 
spheiann te abe $53,647,819 
sextebascetadaban? makati . — $46,003,005 
re NGA LIS IY . 60,882,500 
eS ae 7,873,842 


eee eeeesere 


$557,344,931 $114,759,347 


Balance in the depreciation reserve which has not been deducted 


in the company’s valuation as of December 31, 1929 


Company’s valuation of intrastate property as of December 31, 
PRIS RIE ES ee eS 


Less: the balance in reserve which was not deducted ............ 


Company’s valuation as of December 31, 1929, with the entire 
depreciation reserve deducted ........... 


Revenues and Expenses 


The statements furnished by the 
company as to the effect of the pro- 
posed rates are of course estimates 
which must-be checked by experience. 
Under the circumstances it is felt that 
the Commission should determine not 
only the proper rate base to be used 
as the basis for the additional revenue 
required by the company for the fu- 
ture, but also to ascertain if the com- 
pany’s proposed schedules furnish a 
greater or less revenue than is re- 
quired. 

Based upon the examination that 
has been made of such schedules, the 
company’s estimates of revenues and 
expenses and giving effect to the stat- 


Cee eer ere eee eeeeee 


$27,771,775 





$557,344,931 
27,771,775 


Seeeeesesee 


$529,573,156 


ed reduction in rate base, the Commis- 
sion has determined that pending a 
final determination of just and rea- 
sonable rates the said schedules will 
produce approximately $3,000,000 
more in revenue than required. A re- 
duction of 20 per cent applicable to the 
increases resulting from such sched- 
ules above the level of existing rates 
as prescribed by the order of the Com- 
mission will for the purpose of tem- 
porary rates and for the period of 
February, March, and April, 1930, 
furnish the company at least a 7 per 
cent return upon the value of its prop- 
erty used and useful and now devoted 
to the rendering of telephone service 
in its exchange areas in the state of 
New York. 





P.U.R.1930B.—29. 
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CALIFORNIA RAILROAD COMMISSION 


Re C. M. Falconer 


[Decision No. 22064, Application No. 15985.] 


Certificates — Temporary certificates — Busses — Property development. 
The Commission is averse to granting a certificate for a limited period of 
time to aid in a development plan which may or may not terminate suc- 
cessfully, which certificate may be used as a means of inducing invest- 
ment through a claim that permanent, adequate transportation is availa- 


ble. 


[January 30, 1930.] 


A PPLICATION of a motor carrier for an order authorizing 
temporary operations; granted subject to certain con- 
ditions. 


By the Commission: This is an 
application by C. M. Falconer for an 
order of the Railroad Commission 
declaring that public convenience and 
necessity require the operation by him 
of an automotive passenger stage 
service between San Fernando and 
Granada and intermediate points. 

Applicant proposes to charge fares 
and to give service in accordance with 
a tariff of rates and time schedules 
(as amended), attached to the appli- 
cation herein as exhibits and made a 
part thereof. He proposes to operate 
a truck with seats running lengthwise 
for passengers. 

Applicant seeks authority to oper- 
ate for a trial period of three months, 
pointing out that the proposed service 
is to be partly subsidized by a cor- 
poration interested in the development 
of Granada, a community located 
approximately 6 miles from San 
Fernando. The people of the Gran- 
ada community, as well as those re- 
siding between Granada and San 
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Fernando, are dependent upon San 
Fernando for shopping facilities and 
at present there are no public trans- 
portation facilities in the territory. 
Carriers serving contiguous territory 
have waived opposition to the grant- 
ing of the application. 

Under the circumstances we are of 
the opinion that this application shall 
be granted and that it is a matter in 
which a public hearing is not neces- 
sary. The Commission, however, is 
averse to granting a certificate for a 
limited period of time to aid in a de- 
velopment plan which may or may 
not terminate successfully, which 
certificate may be used as a means of 
inducing investment through a claim 
that permanent, adequate transporta- 
tion is available. Therefore, in grant- 
ing the certificate prayed for herein 
it will make its usual order subject to 
the provision that on cars used in the 
service, authorized by the order here- 
in, and at the terminals of the line, a 
notice shall be posted informing the 
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public that the service may be termi- 
nated at the end of a period of three 
months operation. 

C. M. Falconer is hereby placed 
upon notice that “operative rights” do 
not constitute a class of property 
which should be capitalized or used 
as an element of value in determining 
reasonable rates. Aside from their 
purely permissive aspect, they extend 
to the holder a full or partial monop- 
oly of a class of business over a par- 
ticular route. This monopoly feature 
may be changed or destroyed at any 
time by the state which is not in any 
respect limited to the number of 
rights which may be given. 

The Railroad Commission of the 
state of California hereby declares 
that public convenience and necessity 
require the operation by C. M. Fal- 
coner of an automotive service for the 
transportation of passengers between 
San Fernando and Granada and inter- 
mediate points ; and 

It is hereby ordered, that a certifi- 
cate of public convenience and neces- 
sity for such a service be and the same 
is hereby granted to C. M. Falconer, 
subject to the following conditions: 

1. That on cars used in said service 
and at terminals applicant shall post 
a notice advising the public that, at 
the end of a trial period of three 
months, service may be discontinued 
and that a copy of such notice shall 
be filed with the Railroad Commis- 
sion. 

2. That before the service herein 
authorized may be discontinued, ap- 
plicant shall file a supplemental appli- 
cation herein requesting authority to 
discontinue, which supplemental ap- 
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plication shall set forth the receipts 
and expenditures of said service with 
such other data as may be pertinent 
to the request for authority to. dis- 
continue. 

3. That in the event the service 
herein authorized is permanently es- 
tablished, applicant shall substitute 
for equipment, herein authorized to 
be used, equipment of the bus or stage 
type. 

4. Applicant shall file his written 
acceptance of the certificate herein 
granted within a period of not to ex- 
ceed ten days from date hereof. 

5. Applicant shall file, in duplicate, 
within a period of not to exceed 
twenty days from the date hereof, 
tariffs of rates and time schedules, 
such tariffs of rates and time sched- 
ules to be identical with those attached 
to the application herein, or rates and 
time schedules satisfactory to the 
Railroad Commission, and shall com- 
mence operation of said service with- 
in a period of not to exceed thirty 
days from the date hereof. 

6. The rights and privileges herein 
authorized may not be discontinued, 
sold, leased, transferred, nor assigned 
unless the written consent of the 
Railroad Commission to such discon- 
tinuance, sale, lease, transfer or as- 
signment has first been secured. 

7. No vehicle may be operated by 
applicant herein unless such vehicle is 
owned by said applicant or is leased 
by him under a contract or agreement 
on a basis satisfactory to the Rail- 
road Commission. 

For all other purposes the effective 
date of this order shall be twenty days 
from the date hereof. 
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OREGON PUBLIC SERVICE COMMISSION 


Re Hermiston Light & Power Company 


(U-F-531, P. S. C. Or. Order No. 1805.] 


Rates — Demand charge — Conditional schedule. 
The Commission in approving electric rates generaily directed that sched- 
ules, however, should be revised so as to give proper consideration to the 
demand on the utility plant and the duration of such demand, in view of 
the fact that the regular schedules took into consideration only the quan- 


tity of current consumed. 


[January 24, 1930.] 


NVESTIGATION on the Commission’s own motion into the 
rates, charges, and services of an electric plant; rates ap- 
proved subject to certain revisions. 


By the Commission: This is a 
proceeding on the Commission’s own 
motion to determine the value of the 
properties of the Hermiston Light & 
Power Company used and useful for 
the furnishing of electrical energy 
and whether any or all of the exist- 
ing rates, charges, rules, regulations, 
practices, and services are just, rea- 
sonable, and nondiscriminatory or in 
any respect in violation of the law. 

Pursuant to due and legal notice 
to all interested parties, the above en- 
titled matter came on for hearing be- 
fore Chairman Frank J. Miller and 
Commissioner O. C. Bortzmeyer at 
the Public Library, Hermiston, Ore- 
gon, on the 5th day of November, 
1929, at the hour of 10 o'clock a. m., 
the utility appearing by H. J. Warner, 
its attorney; the city of Hermiston 
by C. S. McNaught, Mayor. 


History of Utility 


The Hermiston Light & Power 
Company was incorporated under the 


laws of the state of Oregon on May 
11, 1911, and to this corporation G. 
A. and B. A. Chisholm transferred 
all their utility property, including 
franchise in the city of Hermiston. 
Late in 1912 franchises were ob- 
tained in Umatilla and Echo and early 
in 1913 the Star field franchise was 
obtained. The transmission lines, 
consisting of No. 11 stranded alumi- 
num wire from the hydroelectric 
plant, were completed in 1913. The 
present concrete dam was completed 
in 1920. In 1923 a substation was 
erected at Hermiston and a 10-year 
contract was signed with the Pacific 
Power & Light Company for the pur- 
chase of electric energy. 

Effective May 1, 1929, the Ameri- 
can Engineering & Management Cor- 
poration, a public utilities holding 
company purchased all the existing 
outstanding stock of the Hermiston 
Light & Power Company. 


Corporate Balance Sheet: 
The following is a copy of the cor- 
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RE HERMISTON LIGHT & POWER CO. 


porate balance sheet of this utility as 
of September 30, 1929: 


Assets: 
Fixed capital 
Cash 


Accounts receivable 
Materials and supplies 
Miscellaneous supplies 
Total assets 
Liabilities: 
Capital stock 
Notes payable 
Accounts payable 
Consumers deposits 
Accrued taxes 
Accrued interest 
Miscellaneous accrued liabilities 
Consumers contributions for 
extensions 
Depreciation reserve 
Miscellaneous reserve 
Surplus 


Total liabilities 


Value of Stocks and Bonds: 

Neither the stock nor the bonds of 
Hermiston Light & Power Company 
are currently quoted upon the market 
nor does the record contain any tes- 
timony relative to their value. It is, 
therefore, impossible to make a find- 
ing in regard thereto. 


Original Cost: 

Complete records of the full orig- 
inal construction cost with net addi- 
tions to date are not available and, 
therefore, it is impossible to ascertain 
original cost. 


Reproduction Cost: 

The Commission’s engineers inven- 
toried the items of plant and property 
of the company by actual count in the 
field. The plant and property so in- 
ventoried was subdivided in accord- 
ance with the Commission’s uniform 
classification of accounts. To deter- 
mine the reproduction cost new there 
was applied to this inventory the ma- 
terial prices furnished by reliable 


dealers, and prices actually paid by 
the company for material and labor as 
of the date of the inventory. The 
physical condition of the property 
was determined by actual inspection 
by the Commission’s engineers, and 
the condition percentage so found was 
applied to the reproduction cost new 
to obtain the reproduction cost new 
less depreciation. 

The utility engineer prepared an 
independent appraisal of the property, 
the results of which differed slightly 
from the appraisal of the Commis- 
sion’s engineer. 


Income Statement: 

The income statement of this com- 
pany for the year ending September 
30, 1929, is as follows: 


Total operating revenues 
Total revenue deductions ........ 


$39,231.01 

29,185.59 
Operating income $10,045.42 

Contract for Electric Energy: 

On May 10, 1923, the Hermiston 
Light & Power Company and the Pa- 
cific Power & Light Company entered 
into a contract whereby the latter 
company agreed to keep available for 
the former company, and the former 
company agreed to take and in any 
event to pay for thereunder, whether 
used or not used, electric power and 
energy during the whole of each and 
every year in the amounts and at the 
rates set forth in the following table, 
to wit: 


Monthly 
Amount 


Horse 
Years 
1923-24 
1924-25 


453 





OREGON PUBLIC SERVICE COMMISSION 


The Hermiston Company pur- 
chased about 75 per cent of the elec- 
tric energy used by it during the year 
1928. 

The principal cost of generating 
hydroelectric energy consists of the 
carrying charge on the necessary 
equipment and appurtenances. There- 
fore in general, there is but little 
variation in the total cost of generat- 
ing at a given hydroelectric plant, a 
large or a small amount of electric 
energy. Hence, it would appear that 
had the greater portion of the elec- 
tric energy been generated and the 
lesser amount purchased a more eco- 
nomical operation would have resulted 
so far as the Hermiston company is 
concerned. 


Rates: 

The rates which have been in ef- 
fect for a considerable period have 
been considered by us and are not 
found to be, in the main, unreasona- 
ble nor do they produce an unreasona- 
ble return to the utility. However, 
the present power schedules take into 
consideration only the quantity con- 
sumed by a given customer whereas, 
there are two other closely related 
factors which should be given consid- 
eration, namely; the demand on the 
utility plant, and the duration of this 
demand. This rate should be revised 
so as to give proper consideration to 


these factors, and the utility will be 
expected to submit appropriately re- 
vised power schedules for the consid- 
eration of the Commission within 
thirty days from the date hereof. 


Findings. 

From a consideration of the fore- 
going facts and of the entire record 
herein the Commission finds that : 

The Hermiston Light & Power 
Company is a corporation organized 
and existing under the laws of the 
state of Oregon and is a public utility 
as the same is defined in Chapter 279, 
General Laws of Oregon for 1911; 

The value of the public utility prop- 
erty of Hermiston Light & Power 
Company as of September 30, 1929, 
for rate-making purposes, giving con- 
sideration to the condition of the 
property and all other proper ele- 
ments, including allowances of $15.,- 
523 for working capital and going 
value, was $146,986; 

The present rates of this utility and 
the return resulting therefrom are not 
unreasonable. 


Order. 


Upon the submission and approval 
of appropriately revised power sched- 
ules as hereinbefore indicated an ap- 
propriate order will be entered closing 
this proceeding on the docket of the 
Commission. 








RE ILLINOIS BELL TELEPHONE CO. 
ILLINOIS COMMERCE COMMISSION 


Re Illinois Bell Telephone Company 


[No. 19034.] 


Return — Amortization — Change from manual to dial operation — Telephones. 
1. To amortize the expense of changing from manual to dial telephone 
operation for any period less than the average wearing life of the prop- 
erty with which the expenses are associated would place an undue burden 
on the subscribers ; therefore, a proposal to amortize such extra costs over 
a period of five years was modified and a 10-year period substituted in- 
stead, p. 462. 


Depreciation — Amount allowed — Telephones. 
2. An allowance of $83,304 plus 5 per cent of all net additions to plant 
made subsequent to the date of valuation was permitted for annual depre- 
ciation of telephone properties having an estimated fair value of $2,065,500, 
p. 463. 


Return — Percentage allowed — Telephone facilities. 
3. Proposed rates of a telephone utility, previously earning a return of 
6.26 per cent, which were calculated to yield a return of approximately 
8.57 per cent were deemed excessive and a modified schedule estimated to 
yield a 6.83 per cent return was authorized, p. 463. 
[January 15, 1930.] 
NVESTIGATION into the matter of proposed increase in rates 


for telephone service; proposed rates annulled and a modi- 
fied schedule ordered to be established. 
* 


‘Amended Order. 

By the Commission: On February 
16, 1929, the Illinois Bell Telephone 
Company filed with the Commission 
rate schedule Ill. C. C. 2 in which it 
was proposed that rates for telephone 
service in Decatur, county of Macon, 
be advanced, and in which it was fur- 
ther proposed that such advanced rates 
become effective on March 18, 1929. 
{t having appeared from an examina- 
tion of the said schedule that a hear- 
ing should be held concerning the rea- 
sonableness of the proposed rates the 
Commission on March 6, 1929, sus- 
pended the said rates until July 16, 
1929, and subsequently further sus- 
pended the same until January 16, 
1930. 


The present and proposed rates for 
the principal classes of service, togeth- 
er with the number of stations served, 
are as follows: 


No. of 

Class of Service Stations Present 
Business 

Individual $6.00 

Two party 5.00 

1.25 

4.50 


Monthly Rate 
roposed 


$7.00 

6.00 
Extension 1.50 
Coin collector .. 


Residence 
Individual 
Two party 
Four party 
Extension 


Rural 
Business 
Residence 


rN 
Ss 


pee peponeee 
as Ssan 


roe 


Stations 
Hotel stations .. 
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All interested parties having been 
notified the matter came on for hear- 
ing before the Commission on June 
20, 1929, December 3, 1929, Decem- 
ber 10, 1929, and January 8, 1930, at 
which time the petitioner herein, the 
Illinois Bell Telephone Company, and 
the objectors, the city of Decatur, 
were represented by counsel. 

At the time of the hearing on June 
20, 1929, the Decatur exchange was 
operated as a manual exchange, how- 
ever, the installation of machine 
switching equipment was nearing 
completion and in presenting its valu- 
ation of the property the company sub- 
mitted an inventory and appraisal of 
the property as it was on June 30, 
1928, plus additions to plant and 
equipment necessary to change the 
method of operation from a manual 


to a machine switching unit. At a 
subsequent hearing before the Com- 
mission, evidence was presented for 
the record to show that the installation 
of the machine switching central of- 
fice equipment had been completed and 
had been placed in service so that in 
discussing the valuation presented 
herein for the purpose of this order we 
will deal only with this exchange as 
a machine switching unit which rep- 
resents the property used and useful 
in furnishing telephone service at De- 
catur and vicinity at the present time. 

The engineering staff of the Com- 
mission also made an inventory and 
appraisal of the property of the Illi- 
nois Bell Telephone Company, used 
and useful, in furnishing telephone 
service at Decatur. At the time the 
valuation was made by the engineer- 


Taste No. 1 
Summary of Valuations 
Illinois Bell Telephone Company—Decatur Exchange 


(1) Land 
(2) Buildings 
(3) Central office equipment 


Other equipment of C. O. .............. 


Station apparatus 
Station installation 
Interior block wire 
Private branch exchange 
Booths and special fittings 
Exchange pole lines 
Exchange aerial cable 
Exchange aerial wire 
) Exchange U. G. 
(14) Exchange U. G. cable 
(15) Exchange right of way 


(16) Total distributed construction costs 
(17) Undistributed construction costs 


(18) Total exchange plant 

0203 Exchange general equipment 
(20) Material and supplies 

(21) Total physical property 
(22) Working capital 

(23) Going value 


(24) Total exchange property 


Commisison 
New 
(C) 


Compan 


$29, 
257,981 
515,867 





$1,715,059 
257,259 


$1,972,318 
38,124 
15,585 
$2,026,027 


318,047 

$2,034,091 

27,489 

14,806 

$2,173,074 $2,076,386 
40,000 40,000 
160,335 160,335 


$2,373,409 $2,276,721 





14,806 
$1,865,078 
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ing staff the machine switching equip- 
ment had been installed and the ex- 
change was practically ready to cut 
over to dial operation. 

A comparison of the valuations 
made by the employees of the com- 
pany and by the engineering staff of 
the Commission as it appears in the 
evidence is shown in Table 1, on the 
opposite page. 

Comparing the valuation submitted 
herein by the company and by the en- 
gineering staff of the Commission, we 
note that the first difference occurs in 
Item 2 under the heading “Buildings,” 
the valuation submitted by the engi- 
neering staff being $6,669 less than 
that submitted by the company. The 
evidence in this case shows that at the 
time the employees of the company 
made their and its valuation the build- 
ing had not yet been completed. At 
the time the valuation was made by 
the engineering staff of the Commis- 
sion the building had been completed 
and all of the final costs of the con- 
struction work were available to the 
engineers. Witnesses for the com- 
pany on cross-examination admitted 
that the figures used by the engineer- 
ing staff of the Commission in this 
connection were the proper figures. 
The same is true of Item 3, “Central 
Office Equipment,” the company’s es- 
timate in this case being $32,499 in 
excess of the valuation shown by the 
said engineering staff. In this case 
also the estimate was made by the em- 
ployees of the company before the 
equipment was installed and subse- 
quent cost figures prepared after the 
equipment had been installed indicate 
that the cost should be $32,499 less 
than the figure used by and on behalf 
of the company. Witnesses for the 


company corroborated the figures used 
by the engineering staff of the Com- 
mission for this account. 

The next principal difference as 
shown by the evidence is in Item 13, 
“Exchange Underground Conduit.” 
In this case the engineers for the Com- 
mission found that the company had 
included in its appraisal of exchange 
underground conduit certain conduit, 
manholes and associated pavement 
which were not at the time of the in- 
ventory in use in furnishing telephone 
service in the city of Decatur. Wit- 
nesses for the company testified on 
cross-examination that the part of the 
plant omitted by the engineering staff 
of the Commission is not in use at the 
present time but that at least 20% of 
the amount omitted by the engineering 
staff may be used at some future date 
as the exchange underground system 
at Decatur is extended. The amount 
of exchange underground conduit 
omitted from the appraisal by the en- 
gineering staff of the Commission is 
$30,379. Although there are other 
minor . differences the differences in 
three items, namely, “Buildings,” 
“Central Office Equipment,” and “Ex- 
change Underground Conduit,” ac- 
count for an appraisal difference in 
the cost new of the property of $69,- 
547, which makes up practically the 
total difference shown in Item 16, 
“Total Distributed Construction 
Costs,” in which instance the company 
shows the cost new to be $1,787,997 
and the engineering staff $1,715,059. 
After making the deductions from the 
company’s inventory as noted in the 
record the figure $1,715,059 appears 
to correctly represent the total distrib- 
uted construction cost of the Decatur 
exchange property before taking into 
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consideration existing depreciation in 
the property. 

In the depreciated cost of the prop- 
erty as shown in Column B for the 
company and Column D for the Com- 
mission there is a wider variation 
which reflects, in addition to the cor- 
rection noted in the cost new of the 
property, a difference of opinion as to 
the present per cent condition. The 
company’s evidence of the per cent 
condition is based on inspection of the 
property as of July 1, 1928, while the 
engineering staff’s estimate is based on 
. inspection of the property substantial- 
ly one year later. 

Correcting the company’s inventory 
with respect to buildings, central of- 
fice equipment and exchange under- 
ground conduit would reduce the de- 
preciated cost shown in Item 16 from 
$1,715,044 to $1,651,054, the latter 
figure being comparable with the 
Commission’s estimate of $1,585,029, 
making a difference of $66,025, which 
appears to be due either to the differ- 
ence in judgment of the engineers in 
determining the present condition of 
the property or to the time elapsed be- 
tween such inspections. 

To the total distributed construc- 
tion cost the company has added un- 
distributed cost or overhead of 18.53 
per cent. The engineering staff of 
the Commission has added 15 per cent 
for similar expenses. The company 
has applied this percentage, namely, 
18.53 per cent to the entire amount 
shown in its valuation which as here- 
tofore stated should be reduced $69,- 
547, which should reduce the item of 
overhead assuming for the time being 
that the percentage applied by the 
company is correct $12,887 in Column 
A and a reduction of $12,030 in Col- 


umn B. This would make a total re- 
duction of $82,434 in Item 18, Item 
21, and Item 24 of Column A and a 
reduction of $77,032 in Item 18, Item 
21, and Item 24 of Column B. 

The evidence shows that the com- 
pany has included in its estimate 
$40,000 for cash working capital and 
$160,335 for going value, neither of 
which items were included in the val- 
uation submitted by the engineering 
staff of the Commission. 

The evidence further shows that at 
the time of the field investigation the 
engineering staff of the Commission 
made a careful observation and study 
of the plant in service at Decatur for 
the purpose of estimating the probable 
average life of the different classes of 
plant for use in estimating the annual 
accruing depreciation in the property. 
The average life of each class of plant 
so determined when applied to the 
original cost of the property was the 
basis of the engineering staff’s esti- 
mate of annual accruing depreciation. 
In the manner hereinabove described 
the engineering staff estimated the an- 
nual accrued depreciation in the prop- 
erty to be $83,304. The petitioner in 
its estimate used much the same meth- 
od except that the company’s witnesses 
used the book figures into which had 
been substituted the estimated cost of 
the new building and central office 
equipment, which the record shows 
was considerably in excess of the ac- 
tual cost. The book costs also include 
the conduit, manholes and associated 
pavement which the engineering staff 
found to be non-useful. The company 
estimates the annual accruing depre- 
ciation in the property to be $89,082, 
which is $5,778 in excess of the 
amount estimated by the engineering 
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staff. Probably $2,500 of this differ- 
ence is due to inclusion of the non- 
useful property and the error in 
building and exchange central office 
estimates. The remainder of the dif- 
ference represents difference in judg- 
ment of the engineers compiling the 
reports. 

The Illinois Bell Telephone Com- 
pany prepared and submitted as evi- 
dence of record a statement showing 
the actual operating revenues, operat- 
ing expenses, and net income of the 
Decatur exchange for the year 1928 
and the estimated operating revenues, 
operating expenses and probable net 
income of the Decatur exchange un- 
der dial operation and the proposed 
rates. The evidence presented by the 
company contained no estimate of net 
income under dial operation with the 
present rates although it was apparent 
that the change in equipment resulted 
in a substantial saving in operating 
expenses and some increase in operat- 
ing revenues because of revenues ac- 
cruing to the Decatur exchange from 
rental of space in the new building. 
The engineering staff of the Commis- 
sion prepared and submitted as evi- 
dence of record statements of operat- 
ing revenues, operating expenses, and 
net income under dial operation with 
the proposed rates using the com- 
pany’s estimates of revenues and ex- 
penses in the preparation of this tabu- 
lation with the exception of the allow- 
ance for annual accruing depreciation. 
With the exception of the latter item 
the engineering staff made no attempt 
to justify operating expenses but made 
the explanation that the report was 


prepared and submitted only for the 
purpose of completing the evidence 
and showing what the rate of return 
under present rates and dial opera- 
tion will be if the operating expenses 
submitted by the company are cor- 
rect thus leaving the justification of 
the said expenses to the company’s 
witnesses who had prepared the 
same. 

The evidence shows that the ac- 
counting staff of the Commission 
made a very complete audit of the 
books and records of the Illinois Bell 
Telephone Company and prepared and 
submitted as evidence of record re- 
ports containing the result of this in- 
vestigation. These reports are divid- 
ed into three sections dealing with the 
Illinois Bell Telephone Company as a 
whole with the Illinois division of 
which the Decatur exchange is a part 
and with the Decatur exchange alone. 
These reports contain detailed analy- 
sis of the assets, liabilities, plant ac- 
counts, and reserves of the company 
over a 10-year period and an analysis 
of operating revenues, operating ex- 
penses, and net income of the com- 
pany from January 1, 1919, to the 
date of the report. The report also 
shows the classification and distribu- 
tion of stations at the end of each 
year and contains such other in- 
formation as might be of use to 
the Commission in a case of this 
kind. 

Summaries of the evidence regard- 
ing operating revenues, operating ex- 
penses, and net income are shown 
in Tables 2, 3, and 4, which fol- 
low: 
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Taste No. 2 
Summary of Evidence Regarding Operating Revenues 
Decatur Exchange 
Company 

Estimated Commission 

Under Under 

Actual for Proposed Present 

Rates Rates 
Exchange service revenues $523,871 $469,388 
Toll revenues 63,768 63,768 
Miscellaneous revenues 8,219 8,219 


Total operating revenues (Except licensee Dr.) $535 $595,858 $541,375 
RN IE IEE BE, disks desc cccecesccceetutsece 8,782 7,965 








Total operating revenues $587,076 $533,410 


Summary of Evidence Regarding Operating Expense 
Decatur Exchange 
Company 
Actual for Estimated 
Year Under Dial 
1928 Operation 
Supervision of maintenance 
Repairs of aerial plant 
Repairs of underground plant 
Repairs of central office equipment 
Repairs of station equipment 
Repairs of buildings and grounds 
Station removal and changes 


Total maintenance less depreciation 


Traffic superintendence 
Operators’ wages 
Transmission power 
Miscellaneous expense 


Total traffic expense 

Commercial expense 

General and miscellaneous expense 
Total expenses less depreciation 
Annual accruing depreciation 


Total operating expense 


Summary of Evidence Regarding Income and Return 
Company 
Estimated 
Actual Under Dial Dial 
for Operation ——— 
Year Proposed resent 
1928 Rates Rates 


Operating revenues $587,076 $533,410 
Operating expenses 420,963 365,078 359,301 


Net operating revenues $221,998 $174,109 


Uncollectible revenues 1,110 
axes assignable to operations 33 56,600 51,641 
Operating income 121,358 
Non-operating revenues 34 1,686 
Gross income 123,044 
948 1,948 
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Rent deductions, conduits and supports ...........+++ 43 
Amortization of landed capital ..............eeeeeees 143 143 == 
Beene OE SRN 6a orb nawkceceeaseeubacs dedbace 62,288 162,288 121,053 
ate ok wabde Om SRO on ks din cccivecadsscccsenes 3.02% 7.86% 5.86% 
Estimated net increase from proposed rates ........... 47,226 
Balance net income after applying proposed rates ...’.. 168,279 
Ge OE TERRE GH TED ha caccies ccsecdcccccssces 8.15% 


The evidence presented by the com- 
pany indicates that the balance of net 
income available for interest and re- 
turn on investment during the year 
1928 was $62,288 and that under the 
proposed rates with dial operation the 
amount available for interest and re- 
turn on investment will be $182,288, 
which is 7.13 per cent on the depre- 
ciated reproduction cost of $2,276,721 
as shown by the evidence of the com- 
pany or 7.86 per cent on the fair val- 
ue of the property hereinafter found. 

The evidence presented by the en- 
gineering staff of the Commission us- 
ing the estimated operating expense 
of the company indicates that the com- 
pany will have available for interest 
and return on investment under the 
present schedule of rates and dial op- 
eration the sum of $121,053, which is 
6.49 per cent on the depreciated cost 
of the physical property as shown by 
the evidence of record or 5.88 per cent 
return on the fair value of the prop- 
erty herein found based upon the esti- 
mated operating expenses furnished 
by the company and that the proposed 
rates will increase the net annual in- 
come after taking into consideration 
regrading of subscribers and in- 
creased Federal income tax $47,226, 
thus making the net income under the 
proposed rates $168,279 or 8.15 per 
cent on the fair value hereinafter 
found. 

At the hearing held on December 
18, 1929, witnesses for the company 
were cross-examined in detail as to 
methods of estimating the proposed 


operating expenses under dial opera- 
tion. As a result of this cross-exam- 
ination it appears that the company in 
estimating the probable maintenance 
expenses gave considerable weight to 
the 3-year average expenses for the 
Decatur exchange for 1926, 1927, and 
1928, which average is, in some in- 
stances, somewhat higher than that 
during the years prior thereto. From 
the evidence presented it appears that 
the company has been rebuilding and 
rearranging its plant at Decatur for 
the last three or four years and includ- 
ed in the maintenance expenses of the 
company during this reconstruction 
period is a comparatively large 
amount of associated maintenance 
which did not appear in such large 
proportions in the expenses for the 
preceding years. Analysis of the 
maintenance expenses for the period 
of three years just preceding the pe- 
riod used would have produced a con- 
siderably lower average. From the 
evidence of record regarding this mat- 
ter it would appear that the company’s 
estimate for repairs of aerial plant of 
$1.58 per station is not justified by the 
past experience of the company and 
that $1.48 per station for the purpose 
will be sufficient. The average cost 
per station of repairs to aerial plant 
for the. past ten years including nor- 
mal maintenance and associated main- 
tenance having been only $1.37 per 
station. The change from manual to 
dial operation in no way affects this 
particular account. The company’s 
future requirements for repairs of un- 
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derground plant is estimated in the 
evidence presented by it to be 37 cents 
per station per annum, which amount 
the evidence further shows is com- 
posed of 35 cents for ordinary main- 
tenance and 2 cents for associated 
maintenance. The company’s esti- 
mate, the witness testifies, is supported 
by the actual experience of the com- 
pany for the 3-year period prior to 
December 31, 1928, during which pe- 
riod the average ordinary maintenance 
was 20 cents and the associated main- 
tenance was 21 cents, making the to- 
tal average cost of repairs to under- 
ground plant 41 cents per annum. An 
analysis of this same account from 
January 1, 1919, to December 31, 
1928, reveals the fact that the average 
annual cost per station has been only 
22 cents per station for both ordinary 
repairs and associated maintenance. 
The cost of repairs to underground 
plant is in no way affected by the 
change from manual to dial operation 
and for that reason the past exper- 
ience of the company should not be 
disregarded in estimating future ex- 
pense. After careful consideration of 
the matter it appears that 31 cents per 
station per annum will be a reasonable 
amount for repairs of underground 
plant. A reduction in the direct main- 
tenance expenses, herein referred to, 
causes a corresponding reduction in 
the supervision of maintenance, ad- 
ministration, and general expense ac- 
counts which are prorated on the di- 
rect expenses. 

[1] It also appears from cross-ex- 
amination of the company’s witnesses 
that $22,797 representing the addi- 
tional expense of making the cut over 
from manual to automatic, changing 
the subscribers’ instruments to dial 


equipment, and instructing the sub- 
scribers in the use of this equipment, 
has been distributed to the several 
maintenance and traffic accounts and 
amortized over a period of five years, 
thus resulting in addition to the regu- 
lar operating expenses at the Decatur 
exchange in an amortization charge 
of approximately $4,560 per year plus 
its prorate share of supervision, ad- 
ministration, and general expense pro- 
rated to the Decatur exchange on an 
expense basis thereby increasing the 
total operating expense because of 
this amortization by $5,500 per year. 
Cross-examination of the company’s 
witnesses showed that this expense of 
$22,797 is not a recurring expense and 
would probably not occur again dur- 
ing the life of the Decatur plant. The 
petitioner contends, however, that it 
represents money paid out by the com- 
pany for various purposes set forth in 
the evidence and that the company 
should be reimbursed for this expendi- 
ture and that five years is a proper 
basis for amortization. The record 
shows, however, that this 5-year pe- 
riod is an entirely arbitrary period and 
is not based on the assumption that 
this expense would recur every five 
years. Asa matter of fact the record 
is clear that they will not recur in five 
years and it is doubtful whether they 
will ever recur in the operation of the 
Decatur exchange property. The 
question, therefore, arises as to wheth- 
er or not the company is entitled to be 
reimbursed for this expenditure and if 
so over what period the reimburse- 
ment should extend. If this period of 
time is made too short it results in a 
substantial increase in the operating 
expenses of the company and, in a rate 
case, is of considerable importance in- 
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asmuch as it will undoubtedly result 
in higher rates to the subscriber. The 
larger this period of amortization the 
less will be its effect in a rate pro- 
ceeding. The Commission is of the 
opinion that to amortize this expense 
for any period less than the average 
wearing life of the property with 
which the expenses were associated 
would place an undue burden on the 
subscribers, is not reasonable, and 
should not be permitted in this pro- 
ceeding. The Commission will, there- 
fore, amortize the extra cost of con- 
version to dial operation listed under 
repairs of station equipment over a 
period of ten years and all other dis- 
bursements included in the cost of con- 
version to dial operation over a 20- 
year period. This will have the ef- 
fect of reducing the operating ex- 
penses estimated by the company by 
approximately $3,941. 

Since the estimate was prepared by 
and for the company, the dial equip- 
ment had been placed in operation and 
witnesses for the company have had 
an opportunity to make observations 
during approximately one week under 
the new method of operation. Based 
on such observations the evidence 
shows there will be some changes and 
rearrangement in the operating force 
which will reduce operators’ wages 
$450 per year below the amount 
shown in the company’s estimate for 
this purpose. The evidence also de- 
veloped the fact that the reduction in 
Federal income tax that will become 
effective during the following year 
will cause a further reduction of 1 per 
cent in the income tax of the Decatur 
exchange. This will result in a sav- 
ing of $1,300 under the present 
rates. 
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In addition to evidence bearing di- 
rectly on the net income of the Deca- 
tur exchange of the Illinois Bell Tele- 
phone Company evidence was also pre- 
sented by the accounting staff of the 
Commission showing the amount 
available for interest and return from 
the operation of the entire company 
and from the “Illinois Division” of 
which the Decatur exchange is a part. 
This evidence shows that the net in- 
come available for return on invest- 
ment as shown by the company’s rec- 
ords for 1928 for the entire company 
was $14,840,766, which is 6.31 per 
cent on the average investment for 
the entire company or 8.32 per cent on 
the average investment less the aver- 
age balance in the depreciation reserve 
and that the net income available for 
return in the “Illinois Division” for 
the year 1928 amounted to $2,436,- 
320, which is 8.41 per cent on the 
average investment or 8.82 per cent 
on the average investment for the year 
less the average balance in the depre- 
ciation reserve. 

On December 10, 1929, the peti- 
tioner presented evidence relative to 
the cost of money during the prior 
ten months of 1929 and on the rate 
of return, and at that time exhibits 
bearing on this matter were presented 
and made a part of the record here- 
in. 

[2, 3] The Commission, upon its 
own motion, having carefully recon- 
sidered all of the evidence in this pro- 
ceeding, the cases cited, and the for- 
mer order entered in this cause on the 
8th day of January, A. D., 1930, is 
now of the opinion that said order 
should be amended as hereinabove and 
as hereinafter set forth, and that this 
order be a substitute for and in lieu 








































of the said order of this Commission 
herein of January 8, 1930, is of the 
opinion and finds: 

(1) That the fair value of the 
property of the Illinois Bell Telephone 
Company, used and useful, in furnish- 
ing telephone service in Decatur and 
vicinity, including all elements of val- 
ue, tangible and intangible, as of De- 
cember 1, 1929, converted to dial op- 
eration is $2,065,500. 

(2) That a reasonable allowance as 
an item of operating expense to pro- 
vide a reserve for accrued depreciation 
is $83,304 plus 5 per cent of all net 
additions which may be made to the 
plant on and after December 1, 1929. 

(3) That the probable annual reve- 
nues under dial operation and the pres- 
ent schedule of rates including non- 
operating revenues will be $535,096 
and that the operating expenses in- 
cluding $83,304 as a reserve for de- 
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preciation and also including taxes 
and all deductions from gross income 
will be $405,743 and that the amount 
available for interest and return on in- 
vestment under the present schedule 
of rates will be $129,353, which is 
6.26 per cent on the fair value of the 
property hereinabove found. 

(4) That the proposed rates will 
increase the net revenue approximate- 
ly $47,700, thus resulting in a net in- 
come of $177,053 or 8.57 per cent on 
the fair value hereinabove found and 
that the said proposed rates are un- 
just and unreasonable and should be 
permanently canceled and annulled. 

(5) That the modified schedule of 
rates, hereinafter authorized, will pro- 
duce a return of approximately 6.83 
per cent on the fair value of the prop- 
erty and are just and reasonable rates 
and should be authorized. [Order 
omitted. ] 
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Re Maryland Light & Power Company et al. 


[Case No. 3023, Order No. 15510.] 


Consolidation, merger, and sale — Segregation of accounts. 
1. The consolidation of twelve scattered electric utilities was held to be 
of advantage both to the utilities involved and to their patrons upon condi- 
tion that the consolidated company would keep separate accounts for each 
constituent company, so as to enable the Commission to determine where 
one community was bearing any part of the burden of another, p. 466. 


Security issues — Necessity for valuation — Duty to protect stockholders. 
2. It is necessary for the Commission, in the exercise of its duty to pro- 
tect utility investors as well as utility rate payers, to determine the actual 
value of utility property involved in consolidation proceedings before 
granting authority for the issuance of securities, p. 466 

Valuation — Going value — Relation to physical value — Necessary factor. 


3. The Commission refused to allow going value on the basis of 15 per 
cent of the value of physical property in proceedings for authority to issue 
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securities in view of the relative weight which operating efficiency and cost 
of service to consumers have on the determination of such value, p. 467. 


[April 2, 1930.] 
J OINT APPLICATION by twelve electric companies for authority 
to consolidate and issue securities and to exercise other 
rights incidental to consolidation; granted in accordance with 
the terms herein. 


APPEARANCES: John Henry Lew- 
in, People’s Counsel; Miles, Tingley 
and Edgett, and W. Mason Shehan, 
for the applicants. 


By the Commission: This is a 
joint application of (1) the Mary- 
land Light & Power Company, a new 
operating company formed to take 
over twelve small operating compa- 
nies scattered over the state of Mary- 
land; (2) the Empire Public Service 
Corporation, a holding company 
which now owns or controls by stock 
ownership some of these companies, 
and is in position to acquire the stock 
of the other companies to be taken 
over, and which will acquire all the 
stock of the Maryland Light & Power 
Company; (3) Maryland East Coast 
Utilities, Incorporated, the Betterton 
Ice & Electric Company, the Home 
Electric Light Company of Lonacon- 
ing, Allegany County, Antietam Elec- 
tric Light and Power Company, the 
Emmitsburg Electric Company, the 
Midland Electric Light Company of 
Midland, Allegany County, the Mill- 
ington Light & Power Company, the 
Cecilton Electric Light & Power Com- 
pany, the Trappe Electric Light Com- 
pany, the Love Point Light & Power 
Company, the Somerset Electric Com- 
pany, and the Suburban Electric 
Power Company, which are to be ac- 
quired by the Maryland Light & Pow- 


P.U.R.1930B.—30. 465 


er Company; and (4) James W. Cry- 
der, of Philadelphia, who owns stocks 
in certain of these companies. 

The Maryland Light & Power 
Company asks permission to exercise 
its corporate franchise; to issue and 
sell $1,200,000 of first mortgage 54 
per cent bonds at not less than 90 per 
cent of the principal amount of said 
bonds; to issue and sell to Empire 
Public Service Corporation 14,384 
shares of no par common stock at not 
less than $20 a share and 5,000 shares 
of preferred no par stock at not less 
than $88 a share; to purchase the 
physical property and assets of the 
twelve small companies heretofore 
mentioned, and to use the proceeds of 
the bonds and stocks it asks authority 
to issue, for this purchase. 

Empire Public Service Corporation 
asks permission to purchase the com- 
mon and preferred no par stock which 
the Maryland Light & Power Com- 
pany desires to issue, and to purchase 
from James W. Cryder 800 shares of 
the common stock of the Betterton 
Ice & Electric Company for $105,- 
526; 1,742 shares of the common 
stock of the Millington Light & Pow- 
er Company for $86,494; 777 shares 
of the common stock of the Cecilton 
Electric Light & Power Company for 
$6,666; 163 shares of the common 
stock of the Trappe Electric Com- 
pany for $6,885; 300 shares of the 































common stock of the Love Point 
Light & Power Company for $63,297, 
and 2,500 shares of common stock 
and 400 shares of preferred stock of 
the Somerset Electric Company for 
$235,355. 

[1] The Commission carefully con- 
sidered the contention of People’s 
Counsel that the proposed grouping 
of these twelve properties would pre- 
vent the establishment of rates for 
each community, based upon a fair 
return upon the value of the property 
employed in rendering service to such 
community. 

The Commission is of the opinion 
that rates can, and will, be established 
which will Be just and reasonable for 
each separate community and will 
yield a fair return to the company up- 
on its property as a whole; provided 
the company is required to keep sepa- 
rate accounts for each community 
now served by an existing company. 

The Commission is mindful of the 
advantages that will come to the com- 
panies, and the communities they 
serve, through a unity of policy and 
operation, a greater ease in financing, 
economies of management, and in the 
purchase of supplies, all of which 
ought to result in a downward trend 
of rates for the properties separately, 
and as a group. It, therefore, con- 
sents to permit the grouping of these 
separate companies into one company, 
will authorize their acquisition by the 
Maryland Light & Power Company, 
and will authorize that company to 
exercise its franchise. It will stip- 
ulate in its order, however, that the 
books of the Maryland Light & Power 
Company shall be so kept, and reports 
made to this Commission in such 
form, as will show accurately the 
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property and operating accounts of 
each community which is now being 
served separately by an existing com- 
pany, to the end that the Commission 
may readily determine whether one 
community is made to bear any part 
of the burden of another community. 

[2] The securities proposed to be 
issued by the Maryland Light & Pow- 
er Company, and the valuation of- 
fered as the basis for these securities, 
were both, in the Commission’s mind, 
excessive. It has been suggested that 
this is not a rate case, that the prac- 
tice of the Commission in security 
issue cases is to specify that nothing 
contained in orders authorizing the 
issuance of securities is to be taken 
or construed as determining value for 
rate-making purposes and that, there- 
fore, so long as the value of the prop- 
erties reasonably approximates the 
amount of securities to be issued, 
there is no necessity to determine the 
exact value of the property, as would 
be done in a rate case. The Commis- 
sion cannot accept this view. In its 
sphere of operations, the Commission 
feels it has a duty to investors as well 
as to ratepayers. That duty is to see 
that there is actual value behind the 
securities it authorizes. It is true 
there are certain elements of value 
that properly could be included for 
one purpose which it might not be 
proper to include for another, but in 
a case of this sort the amount of se- 
curities issued should not materially 
exceed the value which would be 
found as a basis for the determina- 
tion of rates. 

The Commission, in determining 
the values of the physical properties 
in this case, was obliged to rely, al- 
most exclusively, upon the cost of re- 
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production new, less depreciation, 
taking into account the obsolescence 
of certain property at Pocomoke, 
Deal’s Island, and Millington which 
was formerly used in the generation 
of electrical energy. It had before it 
an appraisal made for the applicants 
by Whitman, Requardt and Smith, 
an engineering firm of high repute, 
and an appraisal made for the Peo- 
ple’s Counsel by Luke Ellis, acting 
chief engineer of this Commission. 
The Whitman valuation, including 
intangibles, was $1,849,251 as the 
basis for an issue of $1,200,000 of 
bonds, $287,680 of common and 
$440,000 of preferred stock, or a total 
security issue of $1,927,680. The 
Ellis valuation was $1,343,882. 

Careful studies and comparisons 
have been made of these appraisals, 
and values have been determined sepa- 
rately for each of the properties in- 
volved. Disparities in inventories 
were resolved substantially in favor 
of the Ellis appraisal as it appeared 
that his counts were carefully and de- 
liberately made and were verified by 
him after comparison with the quan- 
tities of the Whitman appraisal. Unit 
prices were compared and carefully 
considered, and the values determined 
by the Commission for the property 
used and useful in rendering electrical 
service are believed to be the reason- 
able result of a careful consideration 
of all data in the case. 

Practically no data was submitted 
by People’s Counsel relative to the 
value of the property used exclusively 
in the manufacture of ice, and the 
Commission’s allowance for such 
property is substantially the amount 
of the Whitman appraisal with the 
exception of the items of working 


capital and going value. The allow- 
ance made for working capital is 
equivalent to one-eighth of the an- 
nual operating revenue, but it is ques- 
tionable whether all of this item 
should be considered security for a 
bond issue. 

[3] The Whitman appraisal in- 
cludes going value to the extent of 15 
per cent of the estimated value of 
the physical property, and in the Ellis 
appraisal this item is the amount de- 
rived by allowing $10 per customer 
without reference to the property 
value. 

The Commission is of the opinion 
that the intangible element of value, 
commonly termed “going value,” 
which represents the difference be- 
tween the value of an idle property 
before attachment of customers, and 
the same property in operation, has 
very little dependence upon the cost 
of construction of the physical prop- 
erty, and that it cannot be reasonably 
expressed as a percentage of such 
cost. The principal elements which 
are believed to determine the going 
value of a utility at any given time 
are the number of customers then at- 
tached, the efficiency of the operating 
organization as reflected in the qual- 
ity and reliability of the service, which 
in turn influence the amount of net 
income derived from each customer, 
and finally, the cost of the service to 
the customer. These elements have 
been considered and the amount 
which the Commission has allowed 
for going value is the result of a care- 
ful analysis of each property. 

The Commission finds that the 
present value of the properties to be 
combined is $1,355,000, and that se- 
curities in excess of this sum ought 
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not to be issued upon them as they 
now exist. 

An analysis and summary of the 
amounts which go to make up the 
total just mentioned are as follows: 
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the service connection fees to revenue 
is believed reasonable for the pur- 
poses of this case as the allowance is 
equivalent to the demand charge of 
the optional rate now. in effect. 


Va.ues Founp sy ComMISSION, AS OF DecemsBer 31, 1929 





Reproduction, Depreciated Working Going Total 
Property Electric Ice Other Capital Value Value 
The Home Electric Light Co. $84,200 $9,300 $13,500 $107,000 
The Midland Electric Co. .... 17,800 : 100 20,980 
—— Elec. Light & Power 
OEE ELAN TE EEO 152,000 4,110 6,700 162,810 
The Emmitsburg Electric Co. 43,400 2,160 4,500 50,060 
The a Electric Light & 
I ii dia ont aa RG pone 11,200 350 400 11,950 
The Millington Light & Power 
RASS ae 63,700 $9,000 2,200 2,300 77,200 
The —» & Point Light & 
ere 55,400 620 56,020 
The Tyeaee ' Elec. Light Co. . 7,000 340 7,340 
The Betterton Ice & Electric 
ARR Rne: ae SPD See 60,000 $18,660 2,710 3,450 84,820 
The Somerset Electric Co. ... 153,000 8,700 11,500 173,200 
Md. East Coast Utilities, Inc.: 
do. Tilghman Division ... 53,500 13,900 
do. Oxford Division ..... 31,300 17,800 21,550 416,090 
do. Deals Island Division . 20,000 28,340 2,000 
do. Pocomoke Division .. 169,100 56,600 2,000 
The Suburban Electric Power 
> Spear eer 176,000 2,630 178,630 
Prince Frederick Plant 
(Agreed Price) ........... 8,900 8,900 
EN bawnensasceasnsees $1,106,500 $117,500 $13,000 $52,000 $66,000 $1,355,000 


The value of $176,000 which the 
Commission determined to be the cost 
of reproduction new, less accrued de- 
preciation, of the property of the 
Suburban Electric Power Company is 
the result of applying to the inventory 
of that property the same unit prices 
as were used for similar property of 
the other companies. No going value 
was attributed to this property as the 
operating expenses for the year 1929 
were found to be greater than the 
revenue for the year when the inclu- 
sion of the service connection fees or 
facility charges was limited to 10 per 
cent of the total amount collected 
from such source during the entire 
time that the company has been in 
operation. This method of applying 
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Going value has not been found for 
any company which showed a loss on 
business done in the year 1929. 

The item of $9,000 designated as 
“Other Property” of the Millington 
Light & Power Company represents 
the estimated value of the old hydro- 
electric plant which is no longer use- 
ful for generating electric power. 

The item of $2,000 shown as “Oth- 
er Property” of the Deal’s Island Di- 
vision of the Maryland East Coast 
Utilities, Incorporated, represents the 
estimated salvage value of the idle 
electrical generating equipment. The 
old * electrical generating plant at 
Deal’s Island is considered to have no 
value for rendering electrical service, 
as it is not required for emergency 
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use. The price paid for current, all 
of which is supplied by the Princess 
Anne plant of the Somerset Electric 
Company, includes the cost of main- 
taining reserve generating units at 
that plant. Therefore, the land, 
structures, wells, and piping at Deal’s 
Island have been allotted to the ice 
plant and the estimated salvage value 
of the electrical equipment has been 
designated as “Other Property.” 

The old steam generating plant at 
Pocomoke is considered to have only 
salvage value, which is estimated at 
$2,000 and is designated “Other 
Property.” 


RE MARYLAND LIGHT & POWER CO. 


The Commission will authorize the 
issuance of securities, based upon the 
properties to be brought together as 
the Maryland Light & Power Com- 
pany, as follows: 

$1,000,000, par value, of 54 per 
cent, 20-year gold bonds to be sold at 
not less than 90 per cent of par. 

2,500 shares of no par preferred 
stock to be sold at not less than $88 
per share. 

6,750 shares of no par common 
stock to be sold at not less than $20 
per share. 

An order will be passed in accord- 
ance with these findings. 





UNITED STATES CIRCUIT COURT OF APPEALS, FIFTH CIRCUIT 


City of Shreveport et al. 


Shreveport Railways Company 


[No. 5817.] 


(— F. (2d) —.) 


Courts — Res adjudicata — Changing conditions — One-man street cars. 
1. A decision of the Supreme Court of the United States in 1917 sustain- 
ing a city ordinance forbidding the operation of one-man street cars was 
held not to be res adjudicata, and, where changing conditions in 1930 ap- 
peared to render such ordinance unreasonable, the action of a Federal dis- 
trict court in restraining its enforcement was affirmed by the circuit court 


of appeals, p. 470. 


Constitutional law — Police powers — One-man street car ordinance. 
2. An ordinance of a city forbidding the operation of one-man street cars 
was held to be an unreasonable exercise of police powers, and to result in 
the deprivation of property of a street railway company by the city with- 
out due process where rate increases would not result in an adequate re- 
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UNITED STATES CIRCUIT COURT OF APPEALS 


turn because of declining patronage, whereas the economies of one-man 


car operation would materially assist the company’s finances, p. 470. 


[March 15, 1930.] 


Fray from a decree of a Federal district court restrain- 
ing the operation of an ordinance forbidding one-man 


APPEARANCES: Benjamin F. Rob- 
erts, City Attorney, Frank J. Looney, 
for appellants; A. B. Freyer, William 
H. Armbrecht (Armbrecht, Hand & 
Twitty; Wise, Randolph & Freyer on 
the brief), for appellee. 

Before Bryan and Foster, circuit 
judges, and Sibley, district judge. 


Foster, Circuit Judge: Appellee, 
the Shreveport Railways Company, 
operating a system of electric street 
cars in the city of Shreveport, Louisi- 
ana, brought suit to enjoin the en- 
forcement of two ordinances of said 
city, on the ground that they are un- 
reasonable and oppressive and the ef- 
fect of their enforcement is to con- 
fiscate appellee’s property, in violation 
of the Fourteenth Amendment of the 
Constitution of the United States. 
One ordinance complained of, adopt- 
ed May 14, 1907, requires all street 
cars operated after 7 a.M. to be 
manned by two persons, a conductor 
and a motorman. The other ordi- 
nance, adopted December 26, 1917, 
requires all street cars to have an en- 
trance at the rear and exits at both 
ends. Both ordinances carry penal- 
ties for each violation of a fine of not 
less than $25 nor more than $100, 
with imprisonment in default of pay- 
ment. 

Approving the report of a special 
master to whom the case had been 
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street cars; lower court decree affirmed. 


referred, the district court entered a 
decree in favor of appellee, 37 F. 
(2d) 910. We may refer to the opin- 
ion of the district court for a com- 
prehensive review of the facts in con- 
siderable detail without the necessity 
of repeating them. 

[1, 2] It appears without serious 
dispute that appellee is capitalized at 
$1,000,000 and owns property used 
and usable in the operation of the 
street car system of the value of $2,- 
382,396.54. There are bonds to the 
amount of $600,000 outstanding and 
in addition loans of $220,000 with 
banks, secured by pledge of $220,000 
of bonds and endorsements of stock- 
holders. It has paid no dividends 
since 1923. The company is well and 
economically managed and _ salaries 
paid executives are reasonable but un- 
der present conditions it earns a net 
return of only .0243 per cent. If per- 
mitted to change from two men to one 
man cars there would be a probable 
saving of about $93,900 per annum, 
which would enable the company to 
earn a net return of a little less than 
5 per cent. 

There could be no doubt that on 
the showing made appellee is entitled 
to relief. But appellant contends that, 
regardless of whether the operation 
of the street car system is profitable, 
the ordinances are valid as within the 
police power of the city. Reliance is 
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SHREVEPORT v. SHREVEPORT RAILWAYS CO. 


had upon the case of Sullivan v. 
Shreveport (1919) 251 U. S. 169, 64 
L. ed. 205, 40 Sup. Ct. Rep. 102, in 
which case the validity of the two- 
men ordinance was upheld. 

It is evident that the above cited 
case was not intended to go further 
than to hold that the ordinance was 
valid as applied to conditions exist- 
ing at the time the suit was filed in 
1917. There is no doubt that an ordi- 
nance reasonable as applied to condi- 
tions existing at the time of its adop- 
tion may become unreasonable by a 
change in conditions and a city may 
not impose unnecessary restrictions 
upon lawful occupations under the 
guise of protecting the public interest. 
Dobbins v. Los Angeles (1904) 195 
U. S. 223, 49 L. ed. 169, 25 Sup. 
Ct. Rep. 18; Bluefield Water Works 
& Improv. Co. v. Public Service Com- 
mission (1923) 262 U. S. 679, 67 L. 
ed. 1176, P.U.R.1923D, 11, 43 Sup. 
Ct. Rep. 675; Newton v. Consolidat- 
ed Gas Co. (1922) 258 U. S. 165, 
66 L. ed. 538, P.U.R.1922B, 752, 42 
Sup. Ct. Rep. 264; Lincoln Gas & E. 
L. Co. v. Lincoln (1919) 250 U. S. 
256, 63 L. ed. 968, 39 Sup. Ct. Rep. 
454; Banton v. Belt Line R. Corp. 
(1925) 268 U. S. 413, 69 L. ed. 1020, 
P.U.R.1926A, 317, 45 Sup. Ct. Rep. 
534. 


Change in Conditions Sets Aside 
Prior Case 


We conclude that the decision in 
Sullivan v. Shreveport, supra, is not 
res adjudicata in this case if condi- 
tions have sufficiently changed to ren- 
der the ordinances unreasonable and 
unnecessary and their enforcement 
will operate to confiscate appellee’s 


property. 


As to the change in conditions it 
is shown that one-man cars were still 
in the experimental stage in 1907, still 
so in 1917 and were in use in only a 
few cities. Today they are in opera- 
tion in 103 of 106 cities in the Unit- 
ed States having a population larger 
than Shreveport. The master found 
that the one-man street car has been 
greatly improved, that automatic safe- 
ty devices have been invented, and 
that in safety of operation it can be 
compared to an automobile or bus in 
its adaptability to one-man control. 
It is also shown that in Shreveport, 
by amendment to the 1907 ordinance, 
appellee is permitted to operate one- 
man street cars on two lines. It is not 
shown that on these two lines there 
is any substantial difference in traffic 
conditions as compared to the other 
lines. 

It is suggested that appellee’s rem- 
edy is to apply to the Louisiana Pub- 
lic Service Commission, which has 
jurisdiction over the rates in the city 
of Shreveport, for an increase in 
fares, but it is shown with reasonable 
certainty that an increase in fares 
would not produce the required re- 
lief. Street car fares are now 8 cents 
cash or 74 cents for tickets. There 
has been a constant decrease in the 
proportion of passengers carried per 
month as compared to the normal in- 
crease in the population of the city 
and a further increase in fares would 
probably reduce the number of pas- 
sengers to an extent that the increased 
earnings would still be insufficient to 
yield a fair return on the rate base. 

The master found that the segrega- 
tion of the races, required by law in 
Shreveport, would be facilitated by 
the use of one-man cars. And that 
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street cars are a public necessity in Considering the facts above out- 
Shreveport. It is further shown that _ lined, it is difficult to understand why 
labor would not be affected by a_ the city persists in enforcing the or- 
change as it would be gradual and _ dinances. 

the normal annual turnover would 


take care of the reduction in em- We concur in the conclusions 
ployees. Also, rates of wages would reached by the district court. 
be increased. Affirmed. 





NEW YORK DEPARTMENT OF PUBLIC SERVICE 
STATE DIVISION, PUBLIC SERVICE COMMISSION 


Re Columbia Gas & Eleétric Corporation 


[Case No. 5764.] 


Consolidation, merger, and sale — Preference between holding companies. 
As between two foreign holding companies both seeking authority of the 
Commission to acquire all of the outstanding capital stock of a local operat- 
ing gas utility, the Commission granted its approval to the company which 
offered to stabilize the gas supply of the local utility by tying into it a 
supply of natural gas already under its control, thereby showing a greater 
promise of better service at more reasonable rates. 





Consolidation, merger, and sale — Value of stock. 


Statement that in granting Commission approval of the acquisition by a 
foreign holding company of the outstanding common stock of a local utility 
the proposed purchase price of the stock is not a proper measure of its 
value but rather a prophecy of its future value to the holding company, 


p. 477. 
[March 6, 1930.] 


ae of a foreign holding company for authority to ac- 
quire the outstanding common stock of a local operating 
utility; granted. 


* 


APPEARANCES: Harvey D. Hin- Van NAMEE, Commissioner: 
man and Douglas M. Moffat, for pe- This is an application of the Colum- 
titioner. bia Gas & Electric Corporation to ac- 
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RE COLUMBIA GAS & ELECTRIC CORPORATION 


quire all of the common stock of the 
Binghamton Gas Works under § 70 
of the Public Service Commission 
Law, which is now held by the Amer- 
ican Light & Traction Company, a 
New Jersey corporation, which was 
organized and acquired possession and 
ownership of the common capital 
stock of the Binghamton Gas Works 
prior to the passage of the Public 
Service Commission Law. The peti- 
tioner is a corporation organized un- 
der the laws of Delaware and is a 
business corporation as well as a gas 
corporation under the laws of Dela- 
ware. The petitioner operates a nat- 
ural gas distribution plant in the City 
of Olean, through a subsidiary known 
as the Keys:Gas Company, Incorpo- 
rated, covered by Commission’s Case 
No. 5643. This is connected with the 
natural gas system of the petitioner in 
the states of West Virginia, Pennsyl- 
vania, Kentucky, New York, and 
Ohio. Petitioner, through another 
subsidiary corporation, recently has 
come into possession of an oil trans- 
mission pipe line extending from 
Olean along the southern border to 
within 6 miles of Binghamton, and 
then into the state of New Jersey. 
This line is being tested and put in 
shape for the transmission of natural 
gas. It is the intention of the peti- 
tioner, as shown by its petition and 
evidence, to supply natural gas to the 
Binghamton company to be mixed 
with blue water gas made in the city 
of Binghamton, thereby enabling the 
city to be supplied with a mixed gas. 
It is claimed that the addition of 
natural gas to blue water gas will 
eliminate the use of oil in the produc- 
tion of carburetted water gas and sub- 


stitute therefor the higher B.T.U. 
content of natural gas. Also that it 
will eliminate the necessity of adding 
to the manufacturing gas plant in the 
city of Binghamton for many years 
notwithstanding the constant growth 
in population of that city. 

The Binghamton company has is- 
sued and outstanding 45,000 shares of 
no par value common stock for which 
the petitioner proposes to pay in cash 
and promissory notes the sum of $4,- 
284,647.22. As to the reasonableness 
of the proposed purchase price, in re- 
sponse to a question by the hearing 
Commissioner as to why petitioner 
would pay this price, Mr. Hinman of 
counsel stated: 

“They could not do that, but for 
the fact that they are going to bring 
in natural gas. That plant in and of 
itself is not worth the price they are 
paying for it, but they will use it to 
hook in, running the natural gas into 
Binghamton, mixing it, and distrib- 
uting it throughout that country, and 
as I said, as to Binghamton and tak- 
ing those outlying points, they think 
it is a good proposition, and the peo- 
ple there believe so, too.” 

The petitioner testified that through 
a subsidiary, it has 5,800,000 acres of 
oil and gas lands, the majority of 
which is gas lands, and it has been 
looking for an additional market for 
the last year or two. Its gas system 
connects Toledo, Ohio, to Elmira or 
Binghamton and touches Cincinnati, 
Dayton, Ohio, Lexington, Kentucky, 
Charleston, West Virginia, and Pitts- 
burgh, Pennsylvania. Failure in sup- 
plying any one district thus can be 
corrected from another. 

That it believes that it is not good 
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business to supply natural gas in the 
future but to use a mixed gas and 
supply a manufactured gas enriched 
with natural gas rather than with oil. 

That its purchase of the New York 
Transit oil system line running from 
Olean, New York, to Garfield, New 
Jersey, which passes near Bingham- 
ton, connects its natural gas field and 
its natural gas territory with its field 
of development. It purchased this 
old oil pipe line through its subsidiary, 
the Home Gas Company, a business 
corporation, for $2,000,000, its esti- 
_ mated replacement cost would be $6,- 
000,000. Having purchased this line, 
it was negotiating with the Bingham- 
ton Gas Works to supply it with nat- 
ural gas when they were confronted 
with the possibility of losing this cus- 
tomer by the impending sale of its 
common stock to another corporation. 
It thought it best to buy to keep them 
a customer using its plant to make 
blue water gas and then enriching 
the same with natural gas in propor- 
tions of 60 blue water gas and 40 
natural gas using Binghamton as a 
central point around which to develop 
smaller communities, many of whom 
have granted franchises, with a mixed 
gas furnished through the Bingham- 
ton Gas Works, thereby making the 
Binghamton Gas Works an important 
artery in the development of a larger 
gas business surrounding Bingham- 
ton within a radius of about 30 miles 
at the extreme, and to supply fur- 
ther developments along its pipe line 
to Garfield, New Jersey, and Nyack, 
New York. It is satisfied that it can 
furnish gas to the people of Bingham- 
ton at not more than the present pre- 
vailing rates and intends to file a 


schedule which will give a reduction 
to those consumers using upwards of 
3,000 cubic feet per month. 

That upon the development of this 
surrounding territory, because of the 
increased sales, it will be able to ob- 
tain a sufficient return on its purchase 
price of the common stock of the 
Binghamton Gas Works. A further 
determinative reason to justify the 
price it proposes to pay for this stock 
is the fact that they have natural gas 
to sell, and this provides the largest 
customer along its newly acquired 
pipe line and that the holding com- 
pany naturally will receive a profit on 
the natural gas sold which would jus- 
tify the taking of a lesser profit from 
the consumer. 

It is not the intent that the Bing- 
hamton Gas Works will be dismantled 
but that the two carburetted water 
gas sets now used in the production 
of carburetted water gas shall be used 
for the production of blue water gas. 

The cost of the distribution of 
mains connecting these different mu- 
nicipalities will be allocated to these 
different localities in determining the 
rate for those localities independent 
of the city of Binghamton or the pres- 
ent territory served by the Bingham- 
ton Gas Works. The petitioner has 
had experience in using mixed gas in 
other plants and it claims that it will 
find no difficulty in keeping the 
B.T.U. content of the gas practical- 
ly as now, and there will be 
no particular change in the specific 
gravity of the gas, thus causing no 
difficulty with the utilizing of this 
mixed gas by the gas appliances now 
in use in the Binghamton territory. 

Mr. Winans, an engineer of the 
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RE COLUMBIA GAS & ELECTRIC CORPORATION 


Columbia Gas & Electric Corporation, 
testified that upon his investigation of 
the whole territory and the proposi- 
tion, he was of opinion that the plan 
as outlined would be carried out and 
operated so as to give a fair and rea- 
sonable return on the investment and 
without prejudice to the Binghamton 
public or the consumers of the Bing- 
hamton Gas Works. That opinion is 
based upon the result of the opera- 
tion of the Binghamton Gas Works 
for the year ending December 31, 
1929. The average sales per custom- 
er for that year were 31,800 cubic 
feet, and the net income as of Decem- 
ber 31, 1929 was $238,000; that if 
the average sales per customer can 
be increased to 45,000 cubic feet per 
year with 24,000 customers, the 
amount of gas to be manufactured 
would be increased about 60 per cent 
which would have a tendency to re- 
duce operating expenses. Under such 
a proposition the net income is esti- 
mated to be $324,000. With the 
proposition of the connected munic- 
ipalities 8,000 new consumers are 
added which, allowing an average sale 
per customer of 35,000 cubic feet, 
would yield an income of $116,200. 
It is expected that this condition 
would be reached within four or five 
years. At the end of four or five 
years the number of customers served 
would be 32,000 and the average 
annual sales 41,200 cubic feet; this 
would result in a net income for re- 
turn of approximately $450,000, 
which at 7 per cent return would war- 
rant the investment of $6,300,000. 
Mr. Winans believes that the indus- 
trial use of gas can be greatly in- 
creased, but he admits that that in- 


dustrial use will be confined principal- 
ly to that territory now served by the 
Binghamton Gas Works. 

Mr. Bennett, vice president and 
general manager of the Binghamton 
Gas Works, stated that the number of 
consumers as of December 31, 1929, 
was 23,497. The population served 
was approximately 100,000, and the 
district includes Binghamton, Johnson 
City, Port Dickinson, Endicott, and 
Vestal. Johnson City is 3 miles from 
the plant and Endicott and Vestal 
each 9 miles, and Port Dickinson is 
3 miles. The estimated population of 
the other towns from which petitioner 
has franchises is approximately 40,- 
000. The Binghamton Gas Works 
sold last year 747,000,000 cubic feet 
of gas. 

The estimated population of the 
towns outside of the present franchise 
territory of the Binghamton Gas 
Works, which it is proposed to serve 
through franchises recently acquired 
and now held by the Keys Gas Com- 
pany, is approximately 40,000, and 
the estimated cost of construction of 
transmission and distribution lines is 
$1,392,140. The petitioner at first 
proposed that these franchises be 
transferred to the Binghamton com- 
pany and that company proceed to 
make the necessary investment for 
the extensions. The Commission, 
believing that this might, eventually, 
cause the Binghamton company, in 
case of the failure of the natural 
gas supply, to be compelled to 
enlarge its plant for the manufac- 
ture of gas without adequate return, 
the petitioner now proposes to organ- 
ize a new domestic operating com- 
pany and to this company transfer all 
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the franchises outside of the present 
franchise territory of the Binghamton 
company. This new company to con- 
struct and hold all transmission and 
distribution lines serving the new 
territory. The petitioner through its 
subsidiary to supply the Binghamton 
company with natural gas and the 
Binghamton company, after mixing 
with blue water gas, to supply this 
mixed gas to the new company. 

The petitioner also proposes to en- 
ter into an agreement with the Bing- 
hamton company whereby the cost of 
natural gas supplied that company 
shall be at such a price that where 
mixed with blue water gas, it shall 
not exceed the cost to the Bingham- 
ton company of manufacturing car- 
buretted water gas of a thermal con- 
tent of not less than 537 B.T.U.’s. 

The petitioner proposes to reduce 
the price of gas to all users in the 
Binghamton territory to customers 
using in excess of 3,000 cubic feet as 
follows: 3,000 cu. ft. to 25,000 cu. 
ft., a reduction of 5 cents per thousand 
cu. ft., 25,000 cu. ft. to 50,000 cu. ft., 
a further reduction of 5 cents per 
thousand cu. ft. 

While this will not immediately re- 
duce the cost to users of 3,000 cubic 
feet or less, it offers an inducement 
for greater use for heating and other 
purposes and a possibility of reduc- 
tion later in the lower brackets. 

Various questions were discussed 
and considered at the hearings held 
herein, but this application narrows 
down to the simple matter of the 
transfer of the stock of the Bingham- 
ton Gas Works now held and owned 
by the American Light & Traction 
Company to the Columbia Gas & 


Electric Corporation. The American 
Light & Traction Company is a hold- 
ing company organized under the 
laws of New Jersey. The Columbia 
Gas & Electric Corporation is a hold- 
ing corporation organized under the 
laws of Delaware. In these circum- 
stances, it is immaterial which of 
these companies owns the stock of the 
Binghamton Gas Works. Both are 
foreign corporations, holding com- 
panies over which this Commission 
has little jurisdiction. The American 
Light & Traction Company secured 
this stock before the adoption of the 
Public Service Commission Law and, 
therefore, legally. People ex rel. Dela- 
ware & H. Co. v. Stevens (1909) 197 
N. Y. 1, 10, 90 N. E. 60; § 70 Public 
Service Commission Law. By the 
transfer, the Binghamton Gas Works 
will have tied into it as a resource the 
natural gas fields of the Columbia 
Gas & Electric Corporation. The ad- 
dition of natural gas to manufactured 
blue water gas will make a more stable 
gas than the carburetted water gas 
now supplied in Binghamton. The 
efficient use of mixed gas with the ap- 
pliances now in use in Binghamton 
depends upon the close approximation 
of the density or specific gravity of 
the mixed gas with the specific gravity 
of the carburetted water gas now in 
use. Otherwise the appliances’ must 
be readjusted. 

As said before, the common stock 
is held at present by a New Jersey 
holding corporation. The petitioner 
herein is a Delaware holding corpora- 
tion. The petitioner has a _ back- 
ground that promises service. It has 
property and products that can be use- 
ful to the Binghamton Gas Works 
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RE COLUMBIA GAS & ELECTRIC CORPORATION 


and to its patrons. As between the 
two foreign holding companies, peti- 
tioner makes the better showing. It 
can serve a public convenience and 
necessity. Without its assistance it 
would hardly be possible to serve the 
outside communities with gas. 
Whether those outside communities 
can support the estimated outlay of 
$1,392,140 necessary is problematical. 

Summarizing this transaction, it 
offers material benefits to the consum- 
ers of the Binghamton Gas Works 
through the stabilization of its gas 
supply and the postponement of the 
necessity of plant expansion in the 
near future. 

It further provides a method where- 
by the outlying territory of approxi- 
mately 40,000 population can receive 
the benefits of a gas service. 

It further offers reduction to users 
in excess of 3,000 cubic feet per month 
in the city of Binghamton with a pos- 
sibility of reduction in the lower 
brackets later on. 


From all the evidence in the case, 
the organization of a new operating 
company to serve outlying districts, 
and the protection to be given to the 
Binghamton Gas Works by a contract 
as Outlined, it would seem that the 
interests and needs of the consumers 
of gas in the district of Binghamton 
would be served and their rights safe- 
guarded by the approval of the ac- 
quisition of the stock of the Bing- 
hamton company by the Columbia 
company. However, it should be un- 
derstood that the Commission does 
not believe the purchase price of this 
stock is the proper measure of value 
of such stock but is rather a prophecy 
of its future value to the Columbia 
Gas & Electric Corporation, a hold- 
ing corporation, in that the devel- 
opment of this field proposed in 
outline will add to the value of its 
other holdings elsewhere, and pro- 
vide an outstanding and large mar- 
ket for the products of its other 
subsidiaries. 





OHIO PUBLIC UTILITIES COMMISSION 


Columbus Gas & Fuel Company 


City of Cobouihins 


[No. 5938.] 


Appeal and review — Jurisdiction of appellate tribunal — Pending proceedings. 
The Commission refused to entertain an appeal by a natural gas company 


from an alleged confiscatory rate ordinance until an appeal a 


ready pend- 


ing in the Federal courts concerning the validity of a prior rate ordinance 


had been determined. 


[March 4, 1930.] 
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FS pray by a natural gas company from an ordinance of the 

city of Columbus to regulate rates for natural gas; motion 

to continue pending determination of proceedings in Federal 
court sustained. 


By the Commission: On Decem- 
ber 31st, the Columbus Gas & Fuel 
Company filed before the Commission 
a complaint and appeal from an ordi- 
nance of the city of Columbus, to 
regulate the price that may be charged 
for natural gas in the city of Colum- 
bus. This appeal was filed under 
favor of § 61444. 

The company claims to be the 
owner of a certain franchise result- 
ing from the passage by council and 
acceptance by the company of Ordi- 
nance No. 410-29 and alleges that 
the validity of said franchise contract 
is now subject to litigation. 

The complaint further alleges that 
on November 5th, the city passed an 
Ordinance No. 645-29, which was 
submitted to the vote of the qualified 
electors and was approved on Novem- 
ber 5, 1929. The applicant complains 
that the rate fixed by said last men- 
tioned ordinance is and will be unlaw- 
ful, unjust, unreasonable, and insuffi- 
cient to yield a reasonable compen- 
sation for the service, and the com- 
plainant prays that the Commission, 
after hearing and investigation, de- 
termine the rate so fixed to be unlaw- 
ful, unjust, and unreasonable, and 
that the Commission determine and 
fix a just and reasonable rate and 
order the same substituted for the 
rate fixed by the ordinance. 

The first ordinance referred to in 
said complaint is the ordinance com- 
monly known as the 65-cent contract 
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rate, which was subject to litigation 
in the district court of the United 
States, in which case that court, on 
January 29, 1930, entered a final de- 
cree dismissing the bill of complaint 
on the ground that the ordinance was 
not submitted to the vote of the peo- 
ple, under provision of § 192 of the 
city charter. 

The last ordinance referred to is 
the 48-cent ordinance passed by city 
council and approved by the electors. 

On application of the company and 
agreement by the city, the hearing 
was continued until March 4, 1929. 

On February 28th, the city filed 
an application for continuance of the 
cause before the Commission until 
after the determination of the issues 
now pending in the United States cir- 
cuit court of appeals, alleging in sub- 
stance that the determination of the 
Commission as to the rate case would 
be of no avail before the final dis- 
position of that case. 

The city states that to proceed in 
the hearing of the present complaint 
would be very expensive to all liti- 
gants and, therefore, requests , that 
all action in respect to this appeal 
should be deferred until after there 
has been a final decision by the Fed- 
eral court. 

The company appears and objects 
to the continuance, stating that it is 
prepared and ready to proceed with 
the hearing before the Commission. 

The Commission is desirous of so 
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acting as to expedite the final de- 
termination of the controversy be- 
tween the city and the company. 

It is urged by the city that, inas- 
much as the first ordinance, common- 
ly known as the contract ordinance, is 
now pending before the United States 
circuit court of appeals, on appeal 
from the decree of the district court, 
it would be idle for this Commission 
to begin what promises to be a long 
and complicated rate case until the 
court of appeals has had an oppor- 
tunity to pass upon the issues be- 
fore it. 

The city urges that, even if the 
Commission could arrive at a conclu- 
sion and fix a rate before the court 
of appeals has rendered its opinion, 
any decision made by the court of ap- 
peals, sustaining the contention of the 
company, would necessarily render in- 
effective any decision of the Commis- 
sion, and that to enter upon this com- 
plicated litigation is not now justified. 

The company, on the other hand, 
urges that under the statute it has a 
right to appeal from the last ordi- 
nance, commonly known as the 48- 
cent ordinance and that it is the duty 
of the Commission to proceed 
promptly to hear the evidence it has 
to present as to the injustice of this 
rate, and fix a rate that will be just 
and fair to it as a public utility. 

The company also urges that pend- 
ing the hearing and final determina- 
tion of the case in the United States 
circuit court, it is now required to ac- 
cept a 48-cent rate and that if such 
rate is found by the Commission to 
be unjust, it should be permitted to 
charge and receive a higher rate that 
may be fixed by the Commission, 


pending the final determination of the 
Federal case. 

It is quite evident that there cannot 
be two concurrent, valid, effective 
ordinances fixing the rate to be 
charged by this company. If the 65- 
cent ordinance is valid, the 48-cent 
ordinance must be invalid and if the 
48-cent ordinance is valid, it must be 
by reason of the fact that the 65-cent 
ordinance is invalid. 

The case pending in the United 
States circuit court of appeals is not 
a rate-making case, but is simply a 
case in which there is presented, for 
the consideration of that court, the 
question as to whether §§ 3, 4, and 
5 of Article 18 of the Ohio Constitu- 
tion, render invalid § 192 of the char- 
ter of the city of Columbus. 

Section 5 of Article 18 provides in 
substance that a municipality proceed- 
ing to own, lease, or operate a public 
utility, or to contract with any person 
or company therefor, shall act by or- 
dinance and no such ordinance shall 
take effect until thirty days from its 
passage and that if within thirty days 
a petition, signed by 10 per cent of 
the electors, shall be filed, demanding 
a referendum, it shall not take effect 
until submitted to the electors and ap- 
proved by a majority of those voting 
therefor. 

Section 192 of the city charter 
deals with a special class of ordi- 
nances that grant franchises to, and 
rates for the product and service of, 
the public utility. It clothes council 
with the authority to introduce, con- 
sider, and pass this class of ordinance, 
but reserve to the electors the decision 
as to whether or not the ordinance 
shall become effective and operative. 
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PPEAL by a natural gas company from an ordinance of the 
city of Columbus to regulate rates for natural gas; motion 


to continue pending determination of proceedings in Federal 
court sustained. 


By the Commission: On Decem- 
ber 31st, the Columbus Gas & Fuel 
Company filed before the Commission 
a complaint and appeal from an ordi- 
nance of the city of Columbus, to 
regulate the price that may be charged 
for natural gas in the city of Colum- 
bus. This appeal was filed under 

favor of § 614-44. 

‘ The company claims to be the 
owner of a certain franchise result- 
ing from the passage by council and 
acceptance by the company of Ordi- 
nance No. 410-29 and alleges that 
the validity of said franchise contract 
is now subject to litigation. 

The complaint further alleges that 
on November 5th, the city passed an 
Ordinance No. 645-29, which was 
submitted to the vote of the qualified 
electors and was approved on Novem- 
ber 5, 1929. The applicant complains 
that the rate fixed by said last men- 
tioned ordinance is and will be unlaw- 
ful, unjust, unreasonable, and insuffi- 
cient to yield a reasonable compen- 
sation for the service, and the com- 
plainant prays that the Commission, 
after hearing and investigation, de- 
termine the rate so fixed to be unlaw- 
ful, unjust, and unreasonable, and 
that the Commission determine and 
fix a just and reasonable rate and 
order the same substituted for the 
rate fixed by the ordinance. 

The first ordinance referred to in 
said complaint is the ordinance com- 
monly known as the 65-cent contract 


> 


rate, which was subject to litigation 
in the district court of the United 
States, in which case that court, on 
January 29, 1930, entered a final de- 
cree dismissing the bill of complaint 
on the ground that the ordinance was 
not submitted to the vote of the peo- 
ple, under provision of § 192 of the 
city charter. 

The last ordinance referred to is 
the 48-cent ordinance passed by city 
council and approved by the electors. 

On application of the company and 
agreement by the city, the hearing 
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cuit court of appeals, alleging in sub- 
stance that the determination of the 
Commission as to the rate case would 
be of no avail before the final dis- 
position of that case. 

The city states that to proceed in 
the hearing of the present complaint 
would be very expensive to all liti- 
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has been a final decision by the Fed- 
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The company appears and objects 
to the continuance, stating that it is 
prepared and ready to proceed with 
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acting as to expedite the final de- 
termination of the controversy be- 
tween the city and the company. 

It is urged by the city that, inas- 
much as the first ordinance, common- 
ly known as the contract ordinance, is 
now pending before the United States 
circuit court of appeals, on appeal 
from the decree of the district court, 
it would be idle for this Commission 
to begin what promises to be a long 
and complicated rate case until the 
court of appeals has had an oppor- 
tunity to pass upon the issues be- 
fore it. 

The city urges that, even if the 
Commission could arrive at a conclu- 
sion and fix a rate before the court 
of appeals has rendered its opinion, 
any decision made by the court of ap- 
peals, sustaining the contention of the 
company, would necessarily render in- 
effective any decision of the Commis- 
sion, and that to enter upon this com- 
plicated litigation is not now justified. 

The company, on the other hand, 
urges that under the statute it has a 
right to appeal from the last ordi- 
nance, commonly known as the 48- 
cent ordinance and that it is the duty 
of the Commission to _ proceed 
promptly to hear the evidence it has 
to present as to the injustice of this 
rate, and fix a rate that will be just 
and fair to it as a public utility. 

The company also urges that pend- 
ing the hearing and final determina- 
tion of the case in the United States 
circuit court, it is now required to ac- 
cept a 48-cent rate and that if such 
rate is found by the Commission to 
be unjust, it should be permitted to 
charge and receive a higher rate that 
may be fixed by the Commission, 


pending the final determination of the 
Federal case. 

It is quite evident that there cannot 
be two concurrent, valid, effective 
ordinances fixing the rate to be 
charged by this company. If the 65- 
cent ordinance is valid, the 48-cent 
ordinance must be invalid and if the 
48-cent ordinance is valid, it must be 
by reason of the fact that the 65-cent 
ordinance is invalid. 

The case pending in the United 
States circuit court of appeals is not 
a rate-making case, but is simply a 
case in which there is presented, for 
the consideration of that court, the 
question as to whether §§ 3, 4, and 
5 of Article 18 of the Ohio Constitu- 
tion, render invalid § 192 of the char- 
ter of the city of Columbus. 

Section 5 of Article 18 provides in 
substance that a municipality proceed- 
ing to own, lease, or operate a public 
utility, or to contract with any person 
or company therefor, shall act by or- 
dinance and no such ordinance shall 
take effect until thirty days from its 
passage and that if within thirty days 
a petition, signed by 10 per cent of 
the electors, shall be filed, demanding 
a referendum, it shall not take effect 
until submitted to the electors and ap- 
proved by a majority of those voting 
therefor. 

Section 192 of the city charter 
deals with a special class of ordi- 
nances that grant franchises to, and 
rates for the product and service of, 
the public utility. It clothes council 
with the authority to introduce, con- 
sider, and pass this class of ordinance, 
but reserve to the electors the decision 
as to whether or not the ordinance 
shall become effective and operative. 
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The United States district court 
held that such an ordinance fails to 
become a law and is without force and 
vitality, and is of no operative effect 
until it has received the stamp of pub- 
lic approval. 

The single question presented for 
the determination of the United 
States circuit court, is whether or not 
the 65-cent ordinance became valid 
upon its acceptance by the company, 
without the approval of the electors, 
under the Constitution of Ohio and 
the charter of the city of Columbus, 
providing for a referendum vote on 
‘ ordinances of this character. 

On the other hand the rate-making 
case presented by the company’s ap- 
peal from the 48-cent ordinance, in- 
volves all the intricate questions and 
vast amount of expert testimony al- 
ways developed in a rate-making case. 

In the complaint of Columbus Gas 
& Fuel Co. v. Columbus, filed in the 
district court, April 29, 1925, and 
still pending in the United States cir- 
cuit court of appeals, the company in 
invoking the jurisdiction of the Fed- 
eral court, set out at great length its 
reasons why the Public Utilities Com- 
mission of Ohio is not a suitable tri- 
bunal for the determination of the 
questions presented in that complaint. 

The reasons were so numerous that 
it required two full printed pages of 
the record (pages 133-135) to enu- 
merate them. See transcript of case 
No. 5623 in the United States circuit 
court. The reasons still have weight. 


If the circuit court holds that the 
65-cent ordinance is valid, all the 
work done and expense incurred in 
the case before the Commission would 
be futile. 

The only advantage to be gained 
by the company, by a decision of the 
Commission, is to have the Commis- 
sion fix a higher rate than 48 cents, 
which it would be permitted to collect, 
during the pendency of the case now 
in the court of appeals. 

If the Commission should proceed 
to hear the case and make an order 
as to a rate to be charged, whether 
the same as provided in the 48-cent 
ordinance or any other rate, its act 
would be void, if the company wins 
in the Federal court. New Bremen v. 
Public Utilities Commission (1921) 
103 Ohio St. 23, P.U.R.1921E, 742, 
132 N. E. 162; Federal Gas & Fuel 
Co. v. Public Utilities Commission 
(1925) 112 Ohio St. 717, 1926A, 
646, 148 N. E. 685. 

The company’s controversy with 
the city should not simultaneously en- 
gage the attention of two jurisdic- 
tions. It should first conclude its 
controversy with the city, now pend- 
ing in the Federal court and if it be 
there defeated, it can then present its 
case to this Commission. 

As much as the Commission wishes 
to facilitate the hearing of this case, 
it is convinced that it would be much 
better to continue the case until the 
case in the Federal court has been dis- 
posed of. Motion sustained. 
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Of course, maintenance is required on all equipment 
used in mass transportation. Slamming and. banging 
of doors and steps however, increases maintenance un- 
duly. The efficient executive, by choosing N. P. Door 
and Step Control Mechanism, eliminates excessive 
maintenance costs due to poor door operation. 


National Pneumatic Company 


CHICAGO NEW YORK PHILADELPHIA 
PARIS LONDON TOKIO 
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POWER TRANSFORMERS 


—features . 
of design 


Tanks and radiators fabricated in our 
own plant. Direct current arc welding 
process used. 

Cores of the finest quality silicon steel, 
the result of years of research, having 
low core loss characteristics. 

Patented balanced double magnetic cir- 
cuit, assuring even flux distribution. 
Coil design incorporates vertical oil 
ducts, giving uniform heat dissipation 
and eliminating possibility of hot spots. 
Cable paper insulated windings. Pos- 
sessing high dielectric strength. Entire 





unit shipped filled with oil and ready 
for service. Write our nearest office 
for detailed information. 





10,000 kva., 66,000/22,000 volt 


LLIS-CHALMERS MANUFACT URING(O. 


MILWAUKEE, WIS. U.S.A. 








Magnet Wire 
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Quality 
ASSACHUSETTS 
AGNET WIRE 


All Sizes 






MASSACHUSETTS ELECTRIC MANUFACTURING CO. 


West Lynn Massachusetts 
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~ | Dresser Couplings speed the lay- 
ing of steel, wrought iron, cast 
iron pipe lines--keep them strong, 
sound and flexible. Every joint 
remains uniformly and perma- 
nently tight. Dresser Couplings 
are made for every type of new 
line, extension, reconditioning or 
repair job. Write for details. 


S. R. Dresser Manufacturing Co. 
Bradford, Pa. 

















Depend on DRESSER COUPLINGS 
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FULLER LEHIGH COMPANY :: FULLERTON, PENNA. 


FULLER LEHIGH 


PULVERIZED-COAL EQUIPMENT 


Complete Pulverized - Coal Equipment for direct- 
fired and storage systems 

Pulverizing Mills 

Transport System for Pulverized Coal 

Dryers, Rotary and Vertical 

Feeders 


Burners 


WATER-COOLED FURNACE WALLS 


for pulverized-coal, stoker and oil-firing 


A Babcock & Wilcox Organization 
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A magazine and 
guide-book of current, 
useful information 
coming to you 
every other Thursday 
for only 
$15 a year 


+. A Compact Handbook of Business-building Data 
“.. For the Public Utility Executive 


Pusuic > P usLic Utiiries FortNiGHTLY treats specifically of the problems 
Urmitres “tp incidental to the regulation of public utility companies—as viewed 
FoRTNIGHTLY * from the economic, financial, legal and political standpoints. Within this 


a 
ey 
en ec special field the magazine covers the entire range of public utilities— 
” p _ 


*%, electric light and power companies, street railways, interurban rail- 
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2 ways, motor vehicle utilities, gas companies, water utilities, 
Please enter my or- *s% ‘telephone and telegraph companies, steam railroads, water trans- 
der for one year’s sub- “Se, aes 4 freigh “gy siti 
scription to your magazine s* port uti ities, express and freight companies, eat utilities 
at $15.00, to begin with the .. radio utilities and air transport utilities. 
current issue. . 
NAME "’ An open forum for the discussion of 





q public utility problems by the ablest ad- 
ADDRESS oi," vocates of both sides of controversial 
nine questions within the field of regulation. 
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Agriculture is still the world’s great- 
est industry—and feeding the world 
is still the most important responsi- 
bility that any industry shoulders. 
Through good times and depression, 
we must have the grain, the produce, 
the meat and the dairy goods that the 
farmer and ranch-owner supply. 

For centuries the farmer has borne 
his burdens and responsibilities alone. 
But in modern times he has begun to 
find a powerful ally in electricity. High 
tension electric lines fling their net- 
work over remote areas and bring new 
power to his door. Electricity grinds 





ECONOMICS OF THE ELECTRICAL INDUSTRY & 





FEEDING NEW POWER 
to Men who feed the World... 


his tools, chops his feed, churns his 
butter, milks his cows. Electric pumps 
bring water for his stock and house- 
hold use— make deserts bloom for him 
with the magic of irrigation. Electric 
light and appliances bring new com- 
fort and happiness into his home. 
The development and extension of 
farm electrification offer tremendous 
possibilities for the future. The active 
leadership of Westinghouse covers 
every phase of manufacture in this field, 
from the generating and distributing ap- 
paratus that supplies the power, to the 
motors and appliances that use it. 





Tune in the Westinghouse Salute over WJZ and the 
coast-to-coast metwork, every Tuesday evening. 








Westinghouse 
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OR every working day in 
1929, there were 25 test re- 


ports compiled at E. T. L. 
One covered a span of 11 years. 


The Electrical Industry’s com- 
pass reads: 


Know-by Test 


ELECTRICAL TESTING 
LABORATORIES 


80th St. and New York 
East End Av. N. Y. 








Pir. 
STOPPERS 


ALL TYPES 


Pipe Line Supplies 


SAFETY GAS MAIN STOPPER CO. 


523 Atlantic Avenue 
Brooklyn, N. Y 











Cast Iron Pipe and 
Fittings for all purposes 





Pressure Pipe 
for Gas 


Service 











WRITE FOR OUR SPECIFICA- 
TIONS OF DELAVAUD CEN. 
TRIFUGAL OR PIPE CAST 
VERTICALLY IN DRY SAND 
MOULDS 


United States Pipe 
and Foundry Co., Burlington, New Jersey 











Fusion Quality Goggles 
Are Attractively Priced 


C 1—Offers complete protection for gas 
welding and cutting. Price in- 
cludes lenses _________________ $2.00 

C 2—Special moulded sweat-proof cups 
makes these goggles very comfort- 
able and durable. Price includes 
pe Se 


Other Quality Accessories at 
equally attractive prices. 


Fusion Welding Corporation 
Manufacturers of Welding Equipment 
and Supplies 
103rd ST. AND TORRENCE AVE. 
CHICAGO, ILL. 
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H. M. Byllesby and Co. 


Underwriters, Wholesalers and Re- 
tailers of Investment Securities 
—Specialists in Public Utilities 


CHICAGO NEW YORK 
231 South La Salle Street 111 Broadway 


BOSTON PHILADELPHIA PITTSBURGH PROVIDENCE DETROIT 
MINNEAPOLIS ST. PAUL MILWAUKEE DES MOINES KANSAS CITY 


Direct Private Wires— Chicago - New York - Boston - Philadelphia 
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‘ ploMaans 
« AY vuntie — 








“A SERVICE 











as 
n- 
00 Byllesby Engineering and Management Corporation 
ps 
“ Engineers — Managers 
jes 
Standard Gas and Electric Company Northern States Power Company 
The California Oregon Power Company Oklahoma Gas and Electric Company 
Duquesne Light Company (Pittsburgh) Philadelphia Company 
Equitable Gas Company (Pittsburgh) Pittsburgh Railways Company 
on Kentucky West Virginia Gas Company San Diego Cons. Gas and Electric Co. 
Louisville Gas and Electric Company Shaffer Oil and Refining Company 
- Market Street Railway Co. (San Francisco) Southern Colorado Power Company 
Mountain States Power Company Wisconsin Public Service Corporation 
E. Wisconsin Valley Electric Company 
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DUNCAN 


Watthour Meters and 
Transformers 





Write for bulletins 


Duncan Electric Mfg. Co. 


Lafayette, Ind. 
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First in pioneering the 
Truck-Balloon and first 
with a complete line for 
all wheel sizes. 





General’s Jumbo Truck Balloon has 
effected unbelievable savings for op- 
erators everywhere. 


Get the facts about 


Thee GENERAL 
JUMBO Truck Balloon 











NAUGLE POLES 
Western and Northern Cedar 
Butt-treated or Piain 
NAUGLE POLE & TIE CO. 

59 East Madison Street Chicago, Il. 











Manufacturers of 
CLAMSHELL BUCKE 


STANDARD BUILDINGS 
pT ISSION TOWERS 

EL FORMS FOR CONCRETING 
STEAM PURIFIERS 


STEEL GRATING 
MAW-ENOX COMPANY 








Farmer's Bank Bidg. Pittsburgh, Pa 








Power Plant Piping 


Manufacturers and Contractors 


Pittsburgh Piping & Equipment Co. 
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Earll Catchers and Retrievers 
The cAdvantages of 


ROBERTSON 


Ventilators 


Powerful Exhaust Capacity 

Storm-proof - Stationary 

Efficiency on Any Type 
of Roof 





Deadens Sound 





ETRIEVERS and Catchers which re- 
tain their efficiency and operate as ef- 
— fectively when ten or fifteen years old as 
when new are the ones you want. EARLL 
Catchers and Retrievers do this and the 
are easiest to operate and maintain. As 





[Seige and Sidewall Sash 
RP M Roofing and Siding 





the users—there are many of them. H. H. ROBERTSON Co. 
GRANT BUILDING 
C. I. EARLL, YORK, PA, 
q CANADIAN AGENTS Pittsburgh, Penna. 
Railway & Power Engineering Corp., Ltd., Toronte, Ont. 
IN ALL OTHER POREIGN COUNTRIES 
NG * International General Electric Co., Schenectady, New York 




















Public Utility Service 


and 


Discrimination 


IN ONE VOLUME 
By 
ELLSWORTH NICHOLS 
(Associate Editor of Public Utilities Reports) 


1200 PAGES—310 


A NEW BOOK—containing all the available informa- 
tion, rules and guiding precedents dealing with every 
phase of public utility SERVICE—expounding fully, 
in the light of existing authorities, the question of 
DISCRIMINATION, both in service and rates. 
Good public relations depend very largely upon ade- 
quate, satisfactory and nondiscriminatory SERVICE. 
The only handbook of authority on SERVICE AND | 
DISCRIMINATION. Invaluable to utility executives, 
managers, superintendents and those having direct con- 
tact with the public. 
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The Front Gear Frame 


Above we see illustrated the front gear underconstruction of the 
Fruehauf Heavy-Duty Carryall. No expense has been spared in 
designing and building this gear and the best truck engineering 
practice has been followed. Note particularly the double spring 
shackle suspension. This gives rolling instead of sliding friction 
which results in 100% spring action and provides better protection 
for the equipment carried. Radius rods keep the axles in perfect 
alignment preventing hard pulling and excessive tire wear. The 
springs are of Silica Manganese steel and the wheels of special low 
carbon steel to prevent cracking. Every wearing part is bronze 
bushed. We have prepared literature describing and illustrating all 
the Fruehauf Carryall features in detail. May we send you a copy? 





Oldest and Largest Manufacturers of Trailers 


Semi-Trailers, 4-Wheel Trailers, Pole Trailers, Heavy-Duty Carryalls 


FRUEHAUF TRAILER COMPANY 


10950 Harper Avenue Detroit, Mich. 
FRUEHAUF TRAILER COMPANY OF CANADA, Ltd., Toronto, Ont., Canada 


Fruehauf Trailers 
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The Babcock & Wilcox Co. 


85 LIBERTY STREET, NEW YORK 
Established 


1868 





Water Tube Boilers 
Economizers 
Chain Grate Stokers 


Steam Superheaters 


Air Preheaters 
Oil Burners 


Refractories 


Seamless Tubes and 


Seamless Pipe 


BRANCH OFFICES 


ATLANTA 
Boston 

CHICAGO 
CINCINNATI 
CLEVELAND 
DALLas, TEXAS 
DENVER 
DETROIT 
Houston, TEXAS 
Los ANGELES 

New ORLEANS 
PHILADELPHIA 
a | Re eee 
PITTSBURGH 
FORTE ARI, GIRS. cacncsesioceccescetensserses 
SaLt Lake City 
SAN FRANCISCO 
SEATTLE 
i a SS Se 
Havana, CUBA 
SAN JUAN, P. R. 


























Candler Building 
80 Federal Street 
Marquette’ Building 
Traction Building 
Guardian Building 
Magnolia Building 
444 Seventh Street 
Ford Building 
Electric Building 
Central Building 
344 Camp Street 
Packard Building 
Heard Building 
Koppers Building 
Failing Building 
Kearns Building 
Sheldon Building 
Smith Tower 


Castle & Cooke Building 
..Calle de Aguiar 104 


Recinto Sur 51 





\ “Zibb ddsisisdididsddddddidddddddddddddsdddddddiddidddddidididdddiddddiddddddddididddhdhddddddddddddddidisisdddidhddddddddidihbdhdbddddididddddddbhdhddddddddbdbhdddddddhdidddddddddstssdidddddddddddddddddddddddidddéd 


WLLL addddddddidddddidddddadddddddddddididididddddddbddblbibdddbbbbbdddddkbdd 





Wd) a, 





Pacemakers * 


__ ”™ of Prosperi 


Ranson electrification.means 
wl , 


, moving more goods, more quickly, ; 


with less spoilage, less storage, less 
expense. This helps to»reduce the 
cost of living and so contributes to 
the _prosperity of America. r The 
extensive programs of electrifica- 
tiomtecently inaugurated by lead- 
ing American railroads will double 
the carrying capacity Over the same 
tracks. 7 For every problem of elec- 
trification—from the greatest. rail- 
road system to the individual home 
—General Electric has the ‘skill, 
the experience, and,the products, 


» 


FOR THE HOME—Genéral » 
Electric and its associated com= 
panies manufacture many elec- 
tric prodiicts, including G-E 
refrigerators: fans, vacuim 
cleaners, Matoa lamps, wiring/ 
systems,and Sunlamps; Hotpoint 
electric ‘fanges and appliances; 
and G-E motors for all other 
electrically. driven household 
devices. 


FOR INDUSTRY — Several 
thousand | products, including 
apparatus. for generating and 
distributing electricity; motots 
and controllers for applying 
electric power; electric furnaces 
and heating devices; street, 
traffic, airport, and Cooper 
Hewitt lights; Victor X-ray and 
motion-pictace apparatus; rail- 
road-electrification and street-car 
equipment. 


GENERAL 
ELECTRIC 


Join us m the General Electric 
Hour, broadcast every Sat- 
urday evening 02 a nation- 

wide N.BiC. network» 




















